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AMENDMENTS  TO  THE  FEDERAL  EMPLOYEES  HEALTH 

BENEFITS  ACT 


MONDAY,  JUNE  24,  1963 

U.S.  Senate, 

Health  Benefits  and 
Life  Insurance  Subcommittee  of  the 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  D.C. 

The  subcommittee  met  at  10  a.m.,  pursuant  to  call,  in  room  6202, 
New  Senate  Office  Building,  Senator  Jennings  Randolph  (chairman 
of  the  subcommittee)  presiding. 

Present:  Senators  Randolph  and  Yarborough. 

Also  present:  William  P.  Gulledge,  staff  director  and  counsel;  and 
Frank  A.  Paschal,  minority  clerk. 

Senator  Randolph.  Good  morning,  gentlemen. 

These  hearings  are  convened  so  that  the  subcommittee  may  take 
testimony  on  S.  1561,  a  bill  proposed  by  the  administration  to  amend 
the  Federal  Employees  Health  Benefits  Act. 

The  bill  contains  a  number  of  minor  amendments  which  would 
seem  to  be  in  the  nature  of  removing  certain  inequities  and  simplifying 
the  administration  of  the  health  benefits  program. 

It  is  the  experience  of  the  Civil  Service  Commission  that  during 
the  3  years  since  the  effective  date  of  the  Health  Benefits  Act  there 
have  arisen  certain  problems  which  had  not  been  foreseen  and  which, 
in  the  interest  of  equity  and  more  efficiency  in  the  administration  of 
the  act,  have  caused  the  Commission  to  feel  that  these  matters 
should  be  brought  to  the  attention  of  the  Congress  and,  insofar  as 
possible,  resolved. 

I  will  place  a  copy  of  S.  1561  in  the  record  at  this  point. 

(S.  1561  follows:) 

[S.  1661,  88th  Cong.,  1st  sess.] 

A  BILL  To  amend  the  Federal  Employees  Health  Benefits  Act  ol  1959 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  the  Federal  Employees  Health  Benefits 
Act  of  1959  (5  U.S.C.  3001-3014)  is  hereby  amended  as  follows: 

(1)  Section  2(c)(3)  is  amended  by  striking  the  words  “as  a  result  of  injury 
sustained  or  illness  contracted  on  or  after  such  date  of  enactment”. 

(2)  Section  2(c)(4)  is  amended  by  striking  the  words  “on  account  of  injury 
sustained  or  illness  contracted  on  or  after  such  date  of  enactment”. 

(3)  Section  2(d)  is  amended  by  inserting,  after  “stepchild”,  foster  child,”. 

(4)  Section  3(b)(1)  is  amended  by  inserting,  after  “or”  in  line  six,  “(C)  the 
full  period  or  periods  of  service  beginning  with  the  enrollment  which  became 
effective  not  later  than  December  31,  1963,  and  ending  with  the  date  on  which 
he  becomes  an  annuitant,  or”. 

(5)  Section  6(d)  is  amended  by  the  addition  of  a  sentence  reading  as  follows: 

“The  Commission  may  terminate  the  contract  of  any  carrier  effective  at  the 

end  of  a  contract  term,  if  the  Commission  finds  that  at  no  time  during  the  pre- 

1 


2 


THE  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  ACT 


ceding  two  contract  terms  did  the  carrier  have  three  hundred  or  more  employees 
and  annuitants  (exclusive  of  family  members)  enrolled  for  its  plan.” 

(6)  Section  6(f)  is  amended  by  placing  a  period  after  the  word  “contract”  in 
the  last  sentence  and  striking  the  remainder  of  the  sentence. 

(7)  Section  6(g)  is  amended  by  striking  “,  at  the  option  of  the  employee  or 

annuitant,”.  ,  ,  :  1  '  :  Vi:  !"•  r. 

(8)  Section  7 (a)  (2)  is  amended  to  read  as  follows: 

“(2)  For  an  employee  or  annuitant  enrolled  in  a  plan  described  under  section 
4(3)  or  (4)  for  which  the  biweekly  subscription  charge  is  less  than  twice  the 
Government  contribution  established  under  paragraph  (1)  of  this  subsection, 
the  Government  contribution  shall  be  50  per  centum  of  the  subscription  charge, 
except  that  if  a  nondependent  husband  is  a  member  of  the  family  of  a  female 
employee  or  annuitant  who  is  enrolled  for  herself  and  family  the  contribution  of 
the  Government  shall  be  30  per  centum  of  such  subscription  charge.” 

(9)  Section  8(b)  is  amended  by  the  addition  of  the  following: 

“Whenever  a  contract  with  a  plan  approved  under  section  4(3)  or  4(4)  is  termi¬ 
nated,  the  contingency  reserve  credited  to  that  plan  shall  be  credited  to  the  con¬ 
tingency  reserves  of  the  plans  continuing  under  this  Act  for  the  contract  term 
following  that  in  which  termination  occurs,  each  reserve  to  be  credited  in  propor¬ 
tion  to  the  amount  of  the  premiums  paid  and  accrued  to  the  plan  for  the  year  of 
termination.” 

(10)  Section  10(c)  is  amended  to  read  as  follows: 

“Any  employee  enrolled  in  a  plan  under  this  Act  who  is  removed  or  suspended 
without  pay  and  later  reinstated  or  restored  to  duty  on  the  ground  that  such  re¬ 
moval  or  suspension  was  unjustified  or  unwarranted  may,  at  his  option,  enroll  as 
a  new  employee  or  have  his  coverage  restored  to  the  same  extent  and  effect  as 
though  such  removal  or  suspension  had  not  taken  place  with  appropriate  adjust¬ 
ments  made  in  contributions  and  claims.” 

Senator  Randolph.  We  are  delighted  that  the  first  witness  this 
morning  is  the  Chairman  of  the  Commission,  the  Honorable  John  W. 
Macy,  Jr. 

You  are  accompanied  by  the  Honorable  Andrew  E.  Ruddock, 
Director  of  the  Commission’s  Bureau  of  Retirement  and  Insurance. 

Chairman  Macy  and  Mr.  Ruddock,  we  are  very  happy  to  have  you 
testify  before  the  subcommittee  at  the  beginning  of  this  hearing. 

STATEMENT  OF  HON.  JOHN  W.  MACY,  JR.,  CHAIRMAN,  U.S.  CIVIL 

SERVICE  COMMISSION,  ACCOMPANIED  BY  ANDREW  E.  RUD¬ 
DOCK,  DIRECTOR,  BUREAU  OF  RETIREMENT  AND  INSURANCE 

Mr.  Macy.  Thank  you  very  much,  Mr.  Chairman.  It  is  a  pleasure 
to  appear  before  you  again  and  to  speak  in  favor  of  the  enactment  of 
S.  1561  introduced  by  Senator  Johnston  by  request. 

We  appreciate  very  much  your  action  and  the  action  of  the  chairman 
of  the  full  committee  and  the  staff  in  calling  these  hearings  to  give  us 
an  opportunity  to  present  supporting  testimony  for  the  bill. 

As  you  indicated  in  your  opening  remarks,  the  primary  purpose  of 
this  bill  is  to  simplify  and  facilitate  the  administration  of  the  Federal 
Employees  Health  Benefits  Act  and  to  remove  certain  inequities  in  its 
application  which  have  become  apparent  since  the  inception  of  the 
program  in  July  1960. 

Through  hard  work  and  with  the  cooperation  of  many  people, 
inside  and  outside  the  Government,  group  health  insurance  for  Federal 
employees  has  become  a  reality.  In  all  essential  respects  the  program 
is  now  functioning  smoothly.  In  my  judgment,  it  is  fulfilling  the 
significant  purposes  intended  by  Congress. 

Some  2  million  employees,  plus  4  million  family  members,  have 
voluntarily  elected  to  participate  and  are  finding  that  their  health 
insurance  plans  are  among  the  best  in  the  country.  This  statute  as 
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administered  by  the  Commission  has  reached  a  desirable  degree  of 
stability. 

However,  experience  in  administering  the  act  has  revealed  a  number 
of  unforeseen  problems  arising  from  operation  of  its  provisions  in  par¬ 
ticular  circumstances.  This  legislative  proposal  is  designed  to  solve 
these  problems  by  perfecting  changes  in  the  statute. 

By  letter  of  May  8,  1963,  to  the  President  of  the  Senate,  the  Com¬ 
mission  explained  in  detail  the  purpose  and  justification  for  this  pro¬ 
posal.  I  suggest,  Mr.  Chairman,  that  the  Commission’s  May  8  letter 
be  made  part  of  the  record  of  this  hearing. 

Senator  Randolph.  Mr.  Chairman,  thank  you,  that  will  be  done. 

(The  letter  is  as  follows :) 


) 


U.S.  Civil  Service  Commission, 

Washington,  D.C.,  May  8,  1963. 

Hon.  Lyndon  B.  Johnson, 

President  of  the  Senate, 

Washington,  D.C. 

Dear  Mr.  President:  The  Civil  Service  Commission  is  submitting  with  this 
letter,  for  the  consideration  of  the  Congress,  proposed  amendments  to  the  Federal 
Employees  Health  Benefits  Act.  The  proposed  amendments  would  remove  cer¬ 
tain  inequities  in  the  application  of  the  act  and  simplify  its  administration.  En¬ 
closed  are  a  draft  bill,  sectional  analysis,  and  a  statement  of  purpose  and  justifi¬ 
cation  which,  respectively,  set  forth,  analyze,  and  give  reasons  for  the  proposed 
amendments.  These  state  the  nature  of  the  proposals  specifically  and  in  detail. 

The  Bureau  of  the  Budget  advises  that  there  would  be  no  objection  from  the 
standpoint  of  the  administration’s  program  to  submission  of  the  draft  bill. 

A  similar  letter  is  being  sent  the  Speaker  of  the  House  of  Representatives. 

By  direction  of  the  Commission, 

Sincerely  yours, 


John  W.  Macy,  Chairman. 


Sectional  Analysis 

Paragraphs  (1  and  2)  alter  the  meaning  of  the  term  “annuitant”  in  two  situations 
so  that  it  encompasses  in  the  first  instance  an  employee  who  receives  compensation 
under  the  Federal  Employees’  Compensation  Act  and  who  is  determined  bv  the 
Secretary  of  Labor  to  be  unable  to  return  to  duty  and,  in  the  second,  a  member  of 
the  family  receiving  compensation  as  the  surviving  beneficiary  of  a  former 
employee  separated  after  5  or  more  years  of  service  and  who  dies  while  receiving 
monthly  compensation  under  the  FECA  and  who  has  been  held  by  the  Secretary 
of  Labor  to  have  been  unable  to  return  to  duty.  We  are  eliminating  the  present 
date  criterion,  the  phrase  “on  or  after  such  date  of  enactment.”  However,  those 
^presently  on  the  compensation  rolls  must  return  to  duty  as  employees  and  enroll 
fin  order  to  carry  their  health  insurance  with  them  as  annuitants. 

Paragraph  (3)  adds  foster  children  who  are  living  with  the  employee  or  annuitant 
in  a  regular  parent-child  relationship  to  the  list  of  family  members  who  can  be 
covered  by  the  enrollment  of  an  employee  or  annuitant. 

Paragraph  (4)  provides  that  an  employee  who  enrolled  in  a  health  plan  up 
through  December  31,  1963,  who  otherwise  might  be  ineligible  to  do  so,  because 
he  did  not  enroll  at  the  first  opportunity,  may  continue  his  coverage  as  an  annu¬ 
itant.  This  change  would  operate  prospectively,  applicable  only  to  employees 
separating  on  or  after  date  of  its  enactment.  It  would  not  apply  retroactively  to 
grant  continued  coverage  to  any  former  employee,  separated  for  retirement  prior 
to  enactment  date,  who  had  no  eligibility  for  health  benefits  coverage  as  an 
annuitant  under  the  law  then  in  effect. 

Paragraph  (5)  permits  the  Commission  to  terminate  the  contract  of  any  carrier 
at  the  end  of  a  contract  term  if  the  Commission  should  find  that  during  the 
preceding  2  contract  terms  the  carrier  did  not  have  300  or  more  employees  and 
annuitants  enrolled  in  its  plan. 

Paragraph  (6)  eliminates  the  review  and  approval  by  the  Commission  of  the 
conversion  contract  required  by  the  present  law. 

Paragraph  (7)  eliminates  the  present  requirement  of  offering  the  employee  or 
annuitant  the  choice  of  a  cancelable  as  well  as  a  noncancelable  conversion  policy., 
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Paragraph  (8)  corrects  a  technical  defect  in  the  present  law  whereby  the  Govern¬ 
ment  contribution  for  a  low-priced  plan  might  be  more  than  50  percent,  when  the 
Government  contribution  established  under  section  7(a)(1)  exceeds  the  minimum. 

Paragraph  (9)  gives  the  Commission  authority  to  credit  the  contingency  reserve 
of  discontinued  plans  to  those  plans  remaining  in  the  health  benefits  program  for 
the  contract  term  following  that  in  which  termination  occurred.  Each  of  the 
remaining  plans  is  to  be  credited  in  proportion  to  the  premiums  paid  and  accrued 
for  the  year  of  discontinuance. 

Paragraph  (10)  permits  a  reinstated  or  restored  employee  to  enroll  as  a  new 
employee  or  elect  to  remain  in  the  same  plan  and  receive  indemnification  for 
medical  expenses  incurred  during  the  period  of  removal  or  suspension. 

Statement  of  Purpose  and  Justification 

Our  experience  to  date  under  the  Federal  Employees  Health  Benefits  Act  has 
revealed  a  number  of  problems  which  arise  from  the  application  of  the  act  to 
particular  circumstances,  some  of  which  were  unforeseen  prior  to  enactment  of 
the  law.  The  purpose  of  the  proposed  legislation  is  to  solve  some  of  these  prob¬ 
lems,  remove  certain  inequities  in  the  application  of  the  act,  and  simplify  its 
administration.  No  added  Government  costs  will  result  from  the  proposed 
changes.  They  will  instead  produce  minor  savings,  the  amount  of  which  cannot 
be  estimated. 

The  proposals  have  been  stated  in  the  sectional  analysis  and  the  reasons  for 
the  amendments  follow: 

(1)  and  (2)  are  intended  to  eliminate  termination  of  eligibility  for  health- 
benefits  coverage  where  an  enrolled  employee  becomes  entitled  to  employees’ 
compensation  based  on  an  injury  suffered  before  enactment  of  the  act.  The 
compensable  disability  may  remit  and  recur  again  and  again.  Each  time  the 
individual  returns  to  the  active  rolls  as  an  employee  he  is  eligible  to  enroll  as  an 
employee  and  each  time  he  goes  on  the  compensation  rolls  he  loses  eligibility. 
This  is  unfair  to  the  individual  and  complicates  administration.  The  proposed 
amendment,  by  changing  the  definition  of  annuitant,  would  permit  the  employee 
enrolled  under  the  Federal  Employees  Health  Benefits  Act  to  take  his  coverage 
with  him,  as  an  annuitant,  when  he  returns  to  the  compensation  rolls. 

(3)  Customarily  health-benefits  insurers  have  included  foster  children  in 
family  memberships.  They  were  not  so  included  under  the  Federal  program 
and  the  result  was  an  increased  cost  of  health  benefits  to  some  employees.  Among 
cases  which  have  come  to  our  attention  are  those  of  three  employees  who  are, 
respectively,  rearing  grandchildren,  a  niece,  and  a  minor  brother,  whose  parents 
are  dead.  In  each  of  these  cases  the  employee  is  precluded  by  State  law  from 
adopting  children  so  closely  related.  In  other  cases  employees  are  rearing 
children  under  preadoption  agreements.  The  latent  additional  cost  of  covering 
foster  children  is  negligible. 

(4)  Under  present  law  an  employee  in  order  to  continue  coverage  after  retire¬ 
ment  must  have  been  enrolled  for  not  less  than  the  5  years  immediately  preceding 
his  retirement  or  must  have  enrolled  during  the  first  enrollment  period.  The 
Commission  and  other  involved  agencies  made  every  effort  to  inform  all  employees 
concerning  the  health  program.  However,  some  employees,  because  of  the  new¬ 
ness  of  the  program  and  a  failure  to  comprehend  the  importance  of  initial  enroll¬ 
ment,  did  not  avail  themselves  of  the  first  opportunity  to  enroll.  The  present 
amendment  will  enable  those  who  enroll  up  through  December  31,  1963,  to  keep 
their  health  plans  after  retirement. 

(5)  This  provision  would  permit  the  Commission  to  terminate  the  contract  of 
any  carrier  at  the  end  of  a  contract  period  if  during  the  preceding  2  contract 
periods  the  carrier  did  not  have  300  or  more  employees  and  annuitants  enrolled 
in  its  plan.  There  are  currently  (December  1962)  5  plans,  with  a  combined 
enrollment  of  538,  whose  contracts  could  be  terminated  under  this  proposed 
authority.  The  amendment  here  proposed  would  impose  little,  if  any,  additional 
workload  upon  the  Commission.  The  costs  of  contract  negotiation  and  settle¬ 
ment  preparation  of  brochures,  and  other  administrative  processes  and  operations 
necessary  for  such  plans  are  disproportionate  to  any  advantage  resulting  from 
their  inclusion  as  carriers. 

(6)  The  present  act  requires  a  former  employee  or  annuitant  who  elects  to 
convert  to  a  nongroup  contract  to  pay  the  full  periodic  charges  on  such  terms  and 
conditions  as  are  prescribed  by  the  carrier  and  approved  by  the  Commission. 
These  terms  and  conditions  are  generally  subject  to  regulation  by  State  law. 
The  Commission  cannot  well  review  all  conversion  contracts  that  can  be  offered 
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under  State  law.  In  many  cases  terms  are  specified,  at  least  in  part,  by  State 
laws  and  regulations,  and  cannot  be  altered  by  the  Commission.  Consequently 
review  by  the  Commission  does  little  to  improve  the  conversion  contracts  and 
tends  to  limit  the  number  of  conversion  contracts  available  to  departing  Federal 
employees  to  those  which  have  been  filed  with  the  Commission  and  processed  by 
the  Commission’s  staff.  The  Commission  will  continue  to  provide  in  its  contracts 
that  carriers  must  offer  conversion  contracts  which  meet  certain  requirements  of 
law  and  regulations,  such  as  noncancelability  and  elimination  of  waiting  periods. 

(7)  Present  law  requires  that  the  employee  or  annuitant  be  offered  the  choice 
of  a  cancelable  or  noncancelable  conversion  policy.  There  have  been  no  requests 
for  cancelable  conversion  policies.  Moreover,  the  protection  offered  by  such  a 
policy  is  somewhat  illusory  as  it  can  be  revoked  at  any  time.  Under  the  circum¬ 
stances  it  would  seem  to  be  in  the  best  interest  of  Federal  employees  to  require 
only  that  a  noncancelable  policy  be  offered  for  conversion  purposes.  This  would 
no  prohibit  a  carrier  offering  the  additional  option  of  a  cancelable  policy  if  it  so 
desired. 

(8)  The  literal  wording  of  section  7(a)(2)  of  the  present  law  would  require  a 
Government  contribution  amounting  to  more  than  50  percent  when  the  lowest 
priced  Government-wide  option  costs  more  than  the  minimum  prescribed  by 
law  and  the  employee  enrolls  in  a  plan  costing  more  than  the  legal  minimum 
but  less  than  the  lowest  priced  Government-wide  option.  This  does  not  appear 
to  have  been  the  intent  of  Congress.  This  amendment  limits  the  Government 
contribution  to  50  percent  at  most  in  cases  of  this  sort. 

(9)  Two  of  the  original  plans  have  already  discontinued  participation  in  the 
Federal  employees  health  benefits  program.  The  present  act  makes  no  provision 
for  the  disposition  of  the  contingency  reserves  of  discontinued  plans.  The 
proposal  herein  made  is,  we  feel,  an  equitable  method  of  disposing  of  these  funds. 
Each  plan  will  be  credited  in  proportion  to  the  amount  of  its  premiuns  for  the 
year  of  discontinuance — which,  roughly,  reflects  the  number  of  persons  covered 
by  the  plan. 

(10)  The  present  law  provides  that  an  employee  who  is  removed  or  suspended 
and  then  restored  to  duty  shall  not  be  deprived  of  coverage  and  benefits  for  the 
interim  period.  To  this  end  it  requires  appropriate  adjustments  in  contributions, 
and  claims.  The  proposed  amendment  would  permit  a  restored  employee  to 
elect  whether  to  have  retroactive  coverage,  or  to  enroll  as  a  new  employee. 
Restored  employees  will  not  need  or  want  retroactive  coverage  where  their 
medical  expenses  during  the  period  of  removal  or  suspension  are  minor. 

Mr.  Macy.  We  are  proposing  nine  changes  in  the  act.  Four  of 
them  will  add  benefits  for  employees.  The  remaining  five  will  im¬ 
prove  administration  and  correct  a  technical  defect  in  existing  law. 
More  specifically,  the  amendments  proposed  will  effect  the  following 
desirable  changes: 

1.  Enrolled  employees  will  be  permitted  to  continue  their 
coverage  when  placed  on  employees’  compensation  even  though 
the  injury  giving  rise  to  compensation  benefits  occurred  prior  to 
enactment  of  the  Health  Benefits  Act  in  1959. 

At  present  the  enrolled  employee  who  goes  on  compensation 
based  on  an  injury  suffered  before  the  1959  enactment  date  loses 
bis  health  benefits  coverage,  and  he  is  not  again  eligible  for 
coverage  until  and  unless  lie  returns  to  active  employment. 

Compensable  disability  may  recur  again  and  again.  Each 
time  the  old  injury  forces  the  employee  back  on  the  compensation 
rolls  he  loses  coverage.  We  propose  to  permit  such  an  employee 
to  retain  his  coverage  while  on  compensation  in  the  same  manner 
as  the  employee  entitled  to  compensation  due  to  injury  sustained 
after  1959. 

Senator  Randolph.  Chairman  Macy,  I  think  at  this  point  it  would 
be  well  to  bring  out  a  matter  that  has  to  do  with  the  coverage  of  em¬ 
ployees  who  are  disabled  and  subsequently  return  to  health  or  at 
least  to  partial  health  so  that  they  go  back  to  their  jobs. 


20-772—63 


-2 


6  THE  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  ACT 

Now  what  coverage  do  they  have  during  the  period  of  their  disability 
and  how  does  the  coverage  compare  with  that  which  is  given  to  the 
active  worker  through  the  health  benefits  program? 

Mr.  Macy.  An  employee  disabled  on  the  job  is  covered  by  the 
Federal  Employees’  Compensation  Act  for  the  period  of  his  disability 
in  accordance  with  the  table  of  benefits  set  forth  in  that  act  and  ad¬ 
ministered  by  the  Federal  employees’  compensation  organization. 

At  the  present  time,  employees  who  are  injured  in  line  of  duty  and 
are  disabled  on  a  current  basis  continue  to  have  coverage  under  the 
Health  Benefits  Act.  The  proposed  amendment  is  intended  to  cover 
those  who  were  injured  and  placed  on  compensation  prior  to  1959 
and  who  because  of  the  nature  of  their  disability  have  returned  to 
work  and  then  have  been  forced  off  again  because  of  disability. 

It  is  our  view  that  it  is  appropriate  for  that  employee  who  had  the 
injury  prior  to  the  passage  of  the  act  to  have  the  same  benefits  as  the 
individual  who  has  been  injured  subsequent  to  the  effective  date  of 
the  act. 

Senator  Randolph.  Thank  you,  sir. 

Mr.  Macy.  The  second  point  relates  to  foster  children. 

Under  the  proposal,  foster  children  will  be  included  under  family 
enrollments  if  living  with  the  covered  employee  in  a  regular  parent- 
child  relationship.  At  present,  adopted  and  natural  children,  but  not 
foster  children,  may  be  covered  under  an  employee’s  family  enroll¬ 
ment.  This  places  an  extra  burden  on  employees  with  foster  children. 

In  line  with  practices  of  other  large  employers,  who  customarily 
include  them  in  family  memberships,  we  propose  to  class  foster 
children  as  members  of  family  for  health  benefits  purposes. 

Senator  Randolph.  At  this  point,  Chairman  Macy,  may  we 
clarify  if  the  health  insurance  programs  outside  the  Federal  Employees 
Benefits  Act  usually  provide  for  the  inclusion  of  this  foster  child 
relationship  within  the  family  policy? 

Mr.  Macy.  The  information  we  have,  Mr.  Chairman,  indicates 
that  where  there  are  employer  plans  providing  for  health  benefits 
or  health  insurance,  the  definition  of  “family  membership”  includes 
foster  children  as  well  as  natural  and  adopted  children. 

The  view  is  that  the  family  that  takes  on,  in  a  foster  relationship, 
children  that  would  otherwise  be  dependent  should  be  in  a  position 
to  consider  those  children  within  the  coverage  of  then’  policy  for 
health  benefits. 

Senator  Randolph.  Then  actually,  Mr.  Chairman,  we  would  be 
extending  to  the  Federal  employees  coverage  which  is  usually  enjoyed 
by  non-Federal  employees;  is  that  true? 

Mr.  Macy.  Yes,  it  is  usually  enjoyed.  In  other  words,  the  standard 
definition  of  “family  membership”  encompasses  the  foster  child 
along  with  the  natural  and  adopted  child. 

The  view  is  that  the  foster  child  is  an  economic  dependent  of  the 
wage  earner  and  should  be  covered  as  well  as  other  children  that  are 
in  a  parent-child  relationship. 

Senator  Randolph.  Presumably  then,  the  State  insurance  codes 
would  cover  this? 

Mr.  Macy.  That  is  my  understanding.  Perhaps  Mr.  Ruddock 
can  give  further  background  on  this. 

Mr.  Ruddock.  All  the  State  insurance  codes  that  we  are  aware 
of  would  permit  this.  I  think  this  is  primarily  a  situation  in  which. 


THE  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  ACT  7 

our  Federal  program  has  fallen  a  little  behind  the  state  of  the  art 
and  we  are  proposing  that  we  catch  up  with  the  private  industry 
practice. 

Senator  Randolph.  I  think  that  is  true,  Mr.  Ruddock.  I  am 
grateful  that  you  have  determined  after  this  period  of  time  that  there 
is  a  need  to  bring  our  Federal  program  into  line  on  this  feature. 

Mr.  Macy.  I  do  not  believe,  Mr.  Chairman,  that  this  will  result 
in  a  very  substantial  additional  coverage  so  that  it  would  have  serious 
financial  implications  but  there  have  been  a  few  cases  called  to  our 
attention  and  we  believe  that  in  improving  the  statute  and  meeting 
the  needs  of  the  Federal  employees  this  is  an  additional  coverage 
that  is  called  for. 

Third,  employee's  enrolled  in  the  program  by  December  31,  1963, 
will  be  considered  as  having  enrolled  at  their  first  opportunity. 
Under  present  law  in  order  to  continue  coverage  after  retirement 
the  employee  must  have  been  enrolled  for  not  less  than  5  years  im¬ 
mediately  prior  to  retirement  or  must  have  enrolled  at  his  first 
opportunity. 

Despite  every  effort  to  inform  them,  many  employees  did  not  grasp 
the  importance  of  enrolling  at  the  first  opportunity  and  those  of  this 
group  coming  up  for  retirement  in  the  next  few  years  will  find  them¬ 
selves  ineligible  for  continued  coverage  as  retirees  because  of  failure 
to  enroll  at  the  first  opportunity. 

Our  proposed  amendment  will  enable  such  employees  who  enroll 
up  through  December  31,  1963,  to  keep  their  health  plans  after  re¬ 
tirement.  The  Commission  is  planning  to  have  an  open  season  this 
October  during  which  any  unenrolled  employee  may  enroll.  If  he 
enrolls  this  October,  or  if  he  enrolled  during  the  1961  open  season,  and 
he  retires  within  less  than  5  years  of  the  time  he  enrolled,  but  after 
enactment  of  this  amendment,  he  will,  under  this  proposed  amend¬ 
ment,  be  able  to  continue  his  health  benefits  coverage  after  retirement. 

Senator  Randolph.  In  connection  with  this  provision  and  the 
proposed  amendment,  we  would  allow  the  employees  to  continue  their 
health  insurance  coverage  during  their  retirement  if  they  enrolled 
prior  to  that  last  day;  is  this  correct? 

Mr.  Macy.  That  is  correct.  What  we  are  doing  here,  Mr.  Chair¬ 
man,  is  extending  the  first  opportunity  for  those  who  will  be  retiring 
at  an  early  age  in  the  future - 

Senator  Randolph.  You  are  actually  liberalizing,  are  you  not? 

Mr.  Macy.  That  is  right. 

Senator  Randolph.  And  you  feel  that  it  is  important  at.  this  time? 

Mr.  Macy.  We  feel  that  it  is  important  because  regardless  of  our 
efforts  to  inform  employees  it  may  be  that  there  are  some  who  have 
not  been  fully  informed.  If  we  do  not  take  this  further  step  of  liberal¬ 
ization  in  defining  first,  opportunity,  it  may  be  that  some  employees 
who  are  retiring  in  the  early  future  will  find  themselves  inadvertently 
without  coverage. 

We  believe  they  should  be  extended  this  further  period  and  that  this 
would  provide  an  opportunity  during  the  so-called  open  season  which 
we  will  have  in  October,  at  which  time  Federal  employees  will  be  per¬ 
mitted  to  enroll  who  have  not  enrolled  in  the  past. 

Senator  Randolph.  They  would  then  be  given  an  opportunity  to 
continue  their  insurance  after  they  retire,  is  that  true? 
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Mr.  Macy.  It  would  permit  them  to  carry  their  present  coverage 
into  retirement.  This  is  basically  very  liberal  legislation  in  that  it 
does  permit  the  continuation  of  coverage  after  retirement. 

The  Congress  recognizing  this  position  took  action  in  1960  to  pro¬ 
vide  health  benefits  coverage  for  those  who  had  already  retired  and 
were  not  covered  by  the  act,  so  our  belief  is  that  this  amendment  is  in 
keeping  with  congressional  intent  to  provide  benefits  of  this  kind  for 
those  who  are  retired. 

Senator  Randolph.  Chairman  Macy,  have  you  given  consideration 
to  the  employees  who  have  already  retired  and  who  would  not  be 
affected  by  this  legislation?  I  am  wondering  if  you  would  look  with 
favor  on  a  retroactive  clause.  Perhaps  already  you  have  contem¬ 
plated  this  idea. 

We  know  these  people  who  have  gone  on  the  annuity  rolls  at  least 
deserve  consideration.  Is  that  your  thinking? 

Mr.  Macy.  Yes,  Mr.  Chairman.  I  believe  your  question  is  most 
appropriate.  There  are  those  who  have  retired  without  taking  ad¬ 
vantage  of  this  opportunity  and  if  we  are  to  extend  the  opportunity  to 
those  who  are  about  to  retire  there  would  be  logic  and  equity  in  con¬ 
sidering  the  possiblity  of  retroactivity.  Ordinarily  the  Commission 
opposes  any  proposal  for  retroactivity  on  the  grounds  that  this  is  not 
only  administratively  complicated  but  it  poses  perhaps  a  new  set  of 
inequities,  but  in  this  instance  we  would  support  the  view  that  you 
suggest,  that  there  should  be  an  opportunity  for  those  who  have  already 
retired  and  who  failed  to  take  advantage  of  this  opportunity. 

Senator  Randolph.  Chairman  Macy,  I  belive  this  would  affect 
only  a  small  group,  is  that  true? 

Mr.  Macy.  Very  small  number. 

Senator  Randolph.  Only  those  that  have  retired? 

Mr.  Macy.  Only  those  that  have  retired  since  July  1,  1960. 

Senator  Randolph.  From  Government  service  during  the  past  3 
years? 

Mr.  Macy.  That  is  correct. 

Senator  Randolph.  As  you  indicated,  that  would  not  be  expensive? 

Mr.  Macy.  It  would  not  be  expensive.  There  would  be  relatively 
few  cases  but  it  would  provide  for  general  equity,  the  objective  that  is 
involved  in  the  amendment. 

Senator  Randolph.  Yes,  I  think  it  would  provide  a  substantial 
benefit  to  a  group  of  persons  who  are  in  the  age  group,  frankly,  where 
medical  expenses  are  usually  highest. 

Mr.  Macy.  They  are,  indeed. 

Senator  Randolph.  I  think  it  is  a  matter  of  equity  and  justice. 

Mr.  Macy.  If  it  is  the  committee’s  desire  that  such  language  be 
added  to  this  particular  amendment,  allow  me  to  offer  the  assistance 
of  the  Commission  staff  to  work  on  the  language. 

Senator  Randolph.  That  is  very  helpful.  We  will  place  it  for 
consideration  in  the  appropriate  subsection. 

Mr.  Macy.  Fine. 

Mr.  Ruddock.  Mr.  Chairman,  might  I  make  just  one  point? 

Senator  Randolph.  Yes,  Mr.  Ruddock. 

Mr.  Ruddock.  If  the  committee  is  to  give  serious  consideration 
to  extending  this  liberalization  to  people  who  have  already  retired, 
we  do  believe  that  administratively  it  should  be  extended  only  to 
those  who  were  enrolled  in  a  health  plan  at  the  time  they  retired  and 
that  the  opportunity  be  given  to  them  to  reinstate  prospectively. 
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I  think  we  should  make  no  attempt  either  to  initially  enroll  Federal 
employees  who  retired  without  ever  having  enrolled  in  a  plan  nor 
do  I  think  we  should  attempt  to  consider  that  coverage  has  been  in 
effect  retroactively  because  you  just  can’t  go  back  and  pick  up  all 
the  loose  ends  of  expenses  and  benefits. 

Senator  Randolph.  Mr.  Ruddock,  I  believe  that  this  and  other 
matters  can  be  worked  out.  I  would  suggest  that  you  cooperate 
with  the  staff  of  the  subcommittee  in  drafting  an  amendment  so 
that  I  may  discuss  it  with  the  other  members. 

Mr.  Ruddock.  I  will  do  that. 

Senator  Randolph.  We  can  work  it  out,  I  am  sure. 

Mr.  Macy.  Fine. 

Fourth,  the  Commission  will  be  given  discretionary  authority  to 
terminate  the  contract  of  any  carrier  at  the  end  of  a  contract  period 
if  during  the  two  preceding  contract  periods  the  carrier’s  plan  had 
less  than  300  employees  and  annuitants  enrolled.  The  Commission 
does  not  now  have  this  authority.  It  is  needed.  Generally  speak¬ 
ing,  the  costs  of  contract  negotiation  and  settlement,  preparation  of 
brochures,  and  other  processes  and  operations  necessary  for  such  plans 
are  disproportionate  to  any  advantage  in  keeping  them  in  the  pro¬ 
gram  as  carriers. 

Senator  Randolph.  Mr.  Chairman,  in  this  connection  the  lan¬ 
guage — which  we  understand  to  be  permissive — gives  the  discre¬ 
tionary  authority  to  the  Commission,  and  I  understand  that  there 
would  be  no  arbitrary  cancellation  of  the  contracts  of  the  carriers? 

Mr.  Macy.  No;  that  is  correct.  This  would  be  discretionary  au¬ 
thority  which  does  not  exist  in  the  statute  at  the  present  time.  The 
Commission,  frankly,  is  concerned  about  the  cost  of  negotiation  and 
publicity  and  other  administrative  actions  that  are  necessary  in  con¬ 
nection  with  the  very  small  number  of  employees  in  certain  carriers. 
It  is  our  belief  that  the  300  figure  represents  a  good  outside  number 
and  that  if  we  have  this  discretion  that  we  would,  of  course,  give  every 
organization  an  opportunity  to  present  its  case  before  taking  action, 
but  it  would  give  us  this  option  if  that  appeared  to  be  desirable. 

Senator  Randolph.  Mr.  Chairman,  it  is  understandable  that  a  plan 
could  be  small  but  it  should  have  the  possibilities  of  growth,  should  it 
not?  That  is  inherent  in  a  good  program,  is  it  not? 

Mr.  Macy.  That  is  true  and  that  is  why  we  feel  there  should  be  at 
least  two  periods  of  contract  experience  before  this  discretion  was 
even  considered. 

Senator  Randolph.  Do  you  have  any  figures  that  would  indicate 
how  many  carriers  would  be  affected  by  this  provision? 

Mr.  Macy.  Mr.  Ruddock  has. 

Senator  Randolph.  Mr.  Ruddock? 

Mr.  Ruddock.  At  the  present  time,  Mr.  Chairman,  we  have  five 
carriers  who  have  had  less  than  300  Federal  employees  enrolled  for 
two  succeeding  contract  periods.  We  have  two  others  in  which  during 
1  year  they  had  less  than  300  but  in  the  succeeding  year  moved 
above  the  300  mark,  obviously  growing  pains. 

To  answer  your  question  directly,  there  are  five  in  the  category  of 
having  two  contract  periods  with  less  than  300  employees  enrolled. 

Senator  Randolph.  Mr.  Ruddock,  I  believe  that  it  would  be  well 
to  have  those  five  in  the  record. 

Mr.  Ruddock.  All  right. 
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Senator  Randolph.  Is  that  agreeable?  Have  you  at  this  time 
named  them? 

Mr.  Ruddock.  Yes,  this  is  public  information. 

Mr.  Ruddock.  Bridge  Clinic,  Seattle,  Wash.:  the  Western  Clinic, 
Tacoma,  Wash.;  Medical  Guild  Health  Plan,  San  Francisco;  North 
Idaho  District  Medical  Service  Bureau,  Lewiston,  Idaho;  and  Physi¬ 
cians  Association  of  Clackamas  County,  Oregon  City,  Oreg. 

Senator  Randolph.  Have  you  kept  in  touch  with  these  five  car¬ 
riers?  Have  you  given  them  information  about  what  is  happening 
or  what  the  proposals  are? 

Mr.  Ruddock.  Yes,  sir.  We  sent  each  one  of  these  carriers  a  copy 
of  an  information  release  from  the  Commission  announcing  the  Com¬ 
mission’s  intention  to  send  up  this  legislation  and  itemizing  the 
proposals  which  would  be  contained  in  that  legislation. 

So  each  of  them  has  been  notified  of  the  Commission’s  intention  to 
propose  this  discretionary  authority. 

Senator  Randolph.  That  is  good  practice.  Thank  you,  sir. 
Sometimes,  you  know,  we  do  fail  to  have  proper  liaison.  I 

Mr.  Macy.  We  believe  it  is  very  important  that  all  these  groups 
are  fully  informed. 

Senator  Randolph.  Keep  the  lines  open. 

Mr.  Macy,  can  you  give  us  an  estimate  of  the  administrative  ex¬ 
pense  and  the  labor  involved  in  supplying  employees  with  the  informa¬ 
tion  necessary  to  publicize  the  plans,  and  does  it  cost  as  much  to 
advertise  a  small  plan  as  it  would  to  advertise  one  of  the  larger  plans 
of  the  health  insurance  carrier  program? 

Mr.  Macy.  Yes,  we  have  that  information.  Would  you  like  Mr. 
Ruddock  to  offer  it  at  this  time  for  the  record? 

Senator  Randolph.  Yes,  sir. 

Mr.  Ruddock.  As  you  know,  Mr.  Chairman,  the  Commission  and 
each  of  the  carriers  jointly  writes  a  brochure  describing  the  benefits 
of  each  plan.  These  brochures  are  printed,  then  they  are  distributed 
to  employees  to  be  used  as  a  basis  for  their  selection  of  a  plan  in  which 
they  want  to  enroll. 

The  brochures  of  the  two  Government-wide  plans  are  distributed  to 
every  Federal  employee.  The  brochures  of  the  so-called  comprehen¬ 
sive  medical  plans  and  all  of  the  five  with  which  we  are  concerned  are  . 
in  that  category,  are  distributed  to  all  Federal  employees  residing  in  { 
the  area  served  by  that  plan.  Each  of  them  operates  in  one  geographic 
area.  This  means,  just  to  use  one  example  with  one  of  the  plans,  it 
was  necessary  for  us  to  have  printed  165,000  brochures  in  order  to  be 
sure  that  the  supply  would  be  adequate  to  supply  every  Federal 
employee  residing  in  that  area. 

That  particular  plan  as  of  June  30,  1962,  has  a  total  Federal  em- 
plo3’ee  enrollment  of  375.  This  means  dividing  the  cost  of  printing 
of  those  brochures  by  the  number  of  people  who  actually  enrolled 
makes  it  just  a  little  over  $40  per  person. 

In  one  other  instance  in  one  of  these  small  plans  the  cost  of  the 
brochure  per  enrolled  person  was  $55.64. 

Now  if  I  might  compare  that  with  the  largest  plan  participating 
under  this  program,  the  Government-Wide  Service  Benefit  Plan,  the 
cost  of  brochures  divided  by  the  number  of  enrolled  employees  means 
that  the  brochure  cost  4%  cents  per  enrolled  employee.  So,  as  you  can 
see,  this  is  quite  a  range. 
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Senator  Randolph.  Chairman  Macy,  and  Mr.  Ruddock,  if  we  had 
a  situation  where  you  were  going  to  eliminate  one  of  these  carriers,  the 
persons  who  belonged  to  that  plan,  it  could  be  a  small  plan,  let  us  say, 
which  you  believe  should  be  eliminated,  these  employees  who  are 
members  of  that  plan,  would  they  have  the  opportunity  to  go  into 
other  plans? 

Mr.  Ruddock.  Yes;  they  would.  In  fact,  the  arrangements  that 
would  be  made  would  be  such  that  the  employees  would  have  an 
opportunity  to  be  enrolled  in  another  plan  and  have  then  coverage 
begin  simultaneously  with  the  terminating  of  their  coverage  under  the 
plan  being  discontinued.  There  would  be  no  hiatus  in  coverage. 

Senator  Randolph.  There  would  be  no  time  lost? 

Mr.  Ruddock.  No,  sir. 

Mr.  Macy.  We  would  be  certain  that  no  employee  suffered  as  a 
result  of  termination  and  shift  to  another  plan. 

Senator  Randolph.  Mr.  Chairman,  thanks  for  that  assurance, 
because  I  think  it  is  important. 

Mr.  Macy.  It  is,  indeed. 

Senator  Randolph.  Let  the  record  so  indicate. 

Proceed,  please. 

Mr.  Macy.  Fifth,  Mr.  Chairman,  the  Commission  will  no  longer  be 
required,  as  under  present  law,  to  review  and  approve  the  terms  and 
conditions  of  nongroup  conversion  contracts  offered  by  carriers  to 
former  employees  or  annuitants  who  elect  to  convert. 

The  terms  and  conditions  of  conversion  contracts  are  generally 
subject  to  regulation  by  State  law  and  the  Commission  cannot  well 
review  all  the  varieties  of  conversion  contracts  that  can  be  offered 
under  State  law.  Many  contracts  contain  terms  specified  in  whole 
or  part  by  State  law  or  regulation  which  could  not  be  altered  by  the 
Commission. 

Consequently,  review  by  the  Commission  does  little  to  improve 
conversion  contracts  and  tends  to  limit  the  number  available  to  depart¬ 
ing  Federal  employees  to  those  contracts  filed  with  the  Commission 
and  processed  by"  our  staff.  Our  proposal  will  eliminate  this  un¬ 
needed  review  function,  but  the  Commission  will  continue  to  provide 
in  its  contracts  that  carriers  must  offer  conversion  contracts  which 
comply  with  appropriate  basic  requirements,  such  as  guaranteed  re- 
newability  and  elimination  of  waiting  periods. 

Are  there  any  questions  you  would  like  to  ask,  Mr.  Chairman,  con¬ 
cerning  the  fifth  item?  1  hestitate  to  say  the  fifth  amendment. 
[Laughter.] 

Senator  Randolph.  Still  section  6. 

Mr.  Macy.  The  fifth  proposal. 

Senator  Randolph.  Is  it  necessary,  Chairman  Macy,  that  the  Com¬ 
mission  have  certain  language  in  the  act  in  order  to  assure  the  em¬ 
ployee  or  annuitant  that  the  conversion  contract  will  comply  with 
certain  requirements  of  the  health  insurance  program,  such  as  the 
noncancelable  feature? 

Mr.  Macy.  Our  feeling  is  that  the  present  requirement  where  the 
Commission  must  review  and  approve  the  terms  of  every  one  of  these 
conversion  contracts  really  is  more  of  a  requirement  than  is  necessary 
in  view  of  the  existence  of  State  law  and  regulation  and  that  in  actual 
operation  this  tends  to  limit  the  options  available  to  the  employee 
because  of  the  burden  on  the  Commission  in  carrying  out  this  view. 
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Now  with  specific  reference  to  the  cancelable  conversion  contract 
may  I  read  the  sixth  proposal  that  relates  directly  to  that? 

Sixth,  under  this  proposal  there  will  no  longer  be  any  requirement 
that  carriers  offer  employees  and  annuitants  a  cancelable  conversion 
contract,  Only  noncancelable  contracts  will  be  required  to  be  offered. 
The  present  law  requirement  that  a  choice  between  a  cancelable  and 
noncancelable  contract  be  offered  has  proved  meaningless  in  actual 
experience. 

No  cancelable  contracts  have  been  requested,  evidently  because  of 
the  uncertain  protection  they  afford.  Our  proposed  change  will 
modify  the  act  to  require  only  that  a  guaranteed  renewable  policy 
be  offered  for  conversion  purposes.  Carriers  will  remain  free  to  offer 
the  option  of  a  cancelable  policy  if  deemed  desirable. 

Now  in  response  to  your  question  I  believe  the  act  should  be  modi¬ 
fied  to  require  only  a  guaranteed  renewable  policy  without  giving  the 
choice  of  a  cancelable  or  noncancelable  contract. 

Senator  Randolph.  Thank  you. 

Mr.  Macy.  Seventh,  a  technical  defect  in  the  law  will  be  corrected 
to  maintain  the  intent  that  the  Government  contribution  not  exceed 
50  percent  of  the  lowest  priced  Government- wide  option.  Present 
law  is  so  worded  as  to  require  a  Government  contribution  of  more  than 
this  maximum  where  the  employee  enrolls  in  a  plan  costing  more  than 
the  legal  minimum  but  less  than  the  lowest  priced  GovernmeDt-wide 
option.  The  amendment  we  propose  limits  the  Government  contribu¬ 
tion  to  50  percent  at  most  in  cases  of  this  sort. 

This  refers,  Mr.  Chairman,  to  section  7(A)(1)  of  the  original  statute. 
It  might  be  helpful  for  the  record  if  Mr.  Ruddock  were  to  explain  with 
a  specific  example  or  two  what  has  happened  with  respect  to  congres¬ 
sional  intent  on  the  matter  of  a  maximum  50-percent  contribution. 

Senator  Randolph.  Yes,  Mr.  Ruddock? 

Mr.  Ruddock.  Under  the  law  at  the  present  time  the  Government 
contribution  is  fixed  at  50  percent  of  the  cost  of  the  lowest  option  of 
the  two  Government-wide  plans.  This  is  the  indemnity  benefit  plan 
and  this  means  that  the  Government  contribution  is  $1.25  biweekly 
for  self  only. 

Section  7(A)(2)  says  that  if  we  have  a  plan  that  costs  less  than 
$2.50  biweekly  that  the  Government  contribution  will  be  50  percent 
of  the  actual  charge. 

Imagine  the  situation  in  which  the  cost  of  the  Government-wide 
option  which  is  used  as  the  basis  for  fixing  the  Government  contribu¬ 
tion,  let’s  say  came  out  at  $3  biweekly,  so  the  Government  contribu¬ 
tion  then  would  be  $1.50  across  the  board. 

If  we  looked  at  section  7(A)(2),  this  would  take  care  of  a  plan  which 
cost  less  than  $2.50;  but  if  we  had  a  plan  that  was  costing  $2.60  bi¬ 
weekly,  then  the  Government  contribution  would  be  $1.50  rather  than 
what  we  think  Congress  intended,  $1.30  or  50  percent. 

The  purpose  of  our  proposed  amendment  is  to  be  sure  that  the 
Government  contribution  would  not  exceed  50  percent  under  any 
circumstances. 

Senator  Randolph.  You  do  not  feel,  then,  as  the  health  insurance 
costs  go  up,  and  these  situations  arise,  that  you  could  be  called  on 
to  pay  more  than  half? 

Mr.  Ruddock.  I  think  that  could  very  easily  be,  sir,  but  I  think  it 
is  a  question  that  should  be  considered  on  its  ora  merits  rather  than 
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to  have  it  come  about  more  or  less  unintentionally  by  wbat  we  con¬ 
sider  a  virtual  defect  in  the  law. 

The  situation  I  have  just  described  I  believe  is  one  not  contem¬ 
plated  when  section  7(A)(2)  used  specific  dollar  figures  rather  than 
to  refer  to  50  percent  of  the  cost  of  the  Government-wide  plan. 

Senator  Randolph.  We  are  attempting  to  prevent  this  situation, 
are  we  not? 

Mr.  Ruddock.  Yes;  prevent  it  from  happening  unintentionally. 
Mr.  Macy.  That  is  exactly  it.  On  your  question,  Mr.  Chairman, 
it  seems  to  me  that  if  there  are  conditions  that  develop  that  indicate 
that  the  Government  should  reconsider  its  policy  with  respect  to  50- 
percent  contribution,  why  then  that  should  be  reconsidered  as  a  matter 
of  public  policj7  at  that  time. 

Senator  Randolph.  Thank  you,  sir. 

Mr.  Macy.  Eighth,  the  Commission  will  be  authorized  to  credit 
the  contingency  reserves  of  a  discontinued  plan  to  those  other  plans 

) remaining  in  the  program  for  the  contract  term  following  that  in  which 
terminations  occur.  Two  of  the  original  plans  have  already  discon¬ 
tinued  participation  in  the  program  and  present  law  makes  no  pro¬ 
vision  for  disposition  of  the  contingency  reserves  of  such  discontinued 
plans.  The  proposal  we  are  advancing  will  establish  an  equitable, 
orderly  method  of  disposing  of  these  funds.  Each  plan  remaining  in 
the  program  will  be  credited  in  proportion  to  the  amount  of  its  pre¬ 
miums  for  the  year  in  which  a  discontinuance  of  one  or  more  plans 
occurs.  This  formula  will  distribute  the  contingency  reserve  funds 
roughly  in  accordance  with  the  number  of  members  covered  by  each 
of  the  remaining  plans. 

I  might  add,  Mr.  Chairman,  that  the  possibility  of  termination  of 
programs  was  not  a  matter  that  was  contemplated  at  the  time  the 
legislation  was  initially  passed.  We  do  have  these  two  plans  that  have 
terminated  and  there  is  no  provision  to  credit  the  contingency  reserves 
in  the  statute  at  the  present  time. 

Senator  Randolph.  Mr.  Chairman,  at  this  time  I  think  it  woidd  be 
helpful  if  you  will  tell  the  subcommittee  if  there  is  money  in  the 
contingency  reserves.  What  amounts  are  contained? 

Mr.  Macy.  Yes,  I  think  we  can  give  you  the  two  examples  and  the 
.amounts  of  money  that  are  involved. 

)  Senator  Randolph.  Yes,  I  think  it  would  be  helpful  to  know  what 
is  in  these  reserves. 

Mr.  Macy.  Mr.  Ruddock. 

Mr.  Ruddock.  The  contingency  reserves  currently  held  in  Treasury 
with  respect  to  all  the  plans  amount  to  about  $29  million.  The 
contingency  reserves  with  respect  to  the  two  plans  that  went  out  of 
business,  one  was  a  very  small  amount,  $1,000  or  $2,000.  The  other 
had  a  substantial  contingency  reserve  somewhere  in  the  neighborhood 
of  $160,000  to  $180,000.  As  the  law  currently  stands,  these  two 
contingency  reserves,  the  one  of  just  a  thousand  or  so  and  the  one  of 
$160,000  plus  will  remain  in  Treasury  invested  in  interest-bearing 
securities  of  the  United  States  forever  so  that  a  thousand  years  from 
now  we  would  still  have  contingency  reserves  in  Treasury  earmarked 
for  plans  that  went  out  of  business  in  1961  and  1962. 

Senator  Randolph.  In  other  words,  the  money  would  not  be  just 
lying  in  the  Treasury  useless,  would  it? 
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Mr.  Ruddock.  Under  our  proposal  it  would  be  distributed  to  the 
continuing  plans  and  of  course  the  contingency  reserves  are  available 
for  the  purpose  of  providing  additional  benefits  or  for  the  purpose  of 
postponing  or  minimizing  a  necessary  rate  increase. 

Senator  Randolph.  Chairman  Macy,  in  this  connection  I  am 
advised  by  the  staff  that  the  Commission  has  a  proposal  which  has 
not  been  introduced.  It  is  in  the  form  of  a  bill  which  would  revert  to 
the  contingency  fund  a  portion  of  1  percent  of  the  fee  now  designated 
for  administrative  expenses. 

In  other  words,  the  contingency  fund  is  maintained,  as  I  understand 
it,  to  provide  for  improved  benefits  or  to  help  defray  the  expenses  of 
premium  increase  or  other  expenses  that  relate  to  health  benefits. 

Would  you  care  to  comment  on  this  proposal?  I  have  seen  the 
correspondence.  Perhaps  this  is  the  time  to  discuss  it. 

Mr.  Macy.  This  proposal  relates  to  the  administrative  expenses. 
I  think  Mr.  Ruddock  can  give  us  the  details  on  that. 

Mr.  Ruddock.  The  1-percent  overlay  for  administrative  expenses 
produces  in  rough  figures  about  $3  to  $4  million  a  year.  The  admini¬ 
strative  expenses  of  the  Commission  actually  are  running  at  about  a 
million  dollars  a  year  so  that  we  are  not  beginning  to  use  the  total 
amount  being  set  aside  for  administrative  expense. 

Incidentally,  the  Appropriation  Committees  of  the  Congress  fix 
annually  a  limitation  on  the  amount  that  we  can  spend  so  that  this  is 
within  the  control  of  the  Congress. 

Senator  Randolph.  Mr.  Ruddock,  would  this  require  an  amend¬ 
ment  to  the  Health  Benefits  Act  of  1959? 

Mr.  Ruddock.  Yes,  it  would;  and  this  would  propose  that  the 
money  not  needed  to  defray  administrative  expenses  of  the  Commis¬ 
sion  be  distributed  among  the  contingency  reserves  of  the  various 
plans  and  so  become  available  either  to  provide  additional  benefits 
or  to  forestall  rate  increases. 

Mr.  Macy.  The  process  would  be  generally  similar  to  the  one  that 
we  propose  here  for  the  distribution  of  contingency  funds  that  have 
been  terminated. 

It  would  permit  these  funds  to  be  used  for  the  benefit  of  the  plans 
rather  than  held  for  purpose  in  excess  of  actual  need. 

Senator  Randolph.  We  are  considering  here,  to  use  a  terminology 
which  I  think  is  correct,  housekeeping  proposals. 

Mr.  Macy.  Yes,  sir. 

Senator  Randolph.  I  would  like  the  record  to  reflect  at  least  the 
subcommittee  chairman’s  thinking  in  this  instance.  What  is  the 
correct  name  of  your  Bureau? 

Mr.  Macy.  The  Bureau  of  Retirement  and  Insurance,  Mr.  Rud¬ 
dock’s  Bureau. 

Senator  Randolph.  You  are  to  be  complimented  on  the  fact  that 
you  did  not  spend  the  money  which,  frankly,  you  could  have  spent. 

Mr.  Ruddock.  Thank  you. 

Senator  Randolph.  I  want  the  record  to  indicate  that  this  is,  I 
think,  a  very  significant  contribution  to  good  housekeeping  in  the 
executive  department. 

Mr.  Macy.  Thank  you,  Mr.  Chairman.  The  Commissioners 
believe  that  Air.  Ruddock  and  his  staff  are  very  effective  managers  of 
this  program  as  well  as  the  retirement  and  life  insurance  programs 
that  are  under  their  jurisdiction.  These  are  very  important  programs 
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to  all  of  the  Federal  employees,  they  also  involve  a  great  deal  of  money 
and  we  believe  they  are  directed  very  strongly. 

The  final  amendment  that  we  have  to  offer,  Mr.  Chairman - 

Senator  Randolph.  Just  a  moment.  Is  there  any  question, 
Senator  Yarborough,  that  you  would  like  to  ask? 

Senator  Yarborough.  Well,  I  will  have  one  or  two  before  the 
witnesses  leave. 

Senator  Randolph.  Thank  you,  Senator. 

Go  ahead,  sir. 

Mr.  Macy.  Ninth,  an  enrolled  employee  who  is  erroneously 
removed  or  suspended  and  then  restored  to  duty  will  be  given  the 
choice  of  having  his  coverage  made  retroactive  to  removal  or  suspen¬ 
sion  date  or  of  enrolling  as  a  new  employee.  The  employee  now  has 
no  such  choice  and  his  coverage  must  be  made  retroactive,  with  an 
attendant  adjustment  of  premiums  and  claims,  if  any,  back  to  date 
of  removal  or  suspension. 

Our  proposal  will  permit  prospective  enrollment  by  restored 
employees  who  do  not  need  or  want  retroactive  coverage  because 
they  had  little  or  no  medical  expense  during  the  removal  or  suspension 
period. 

This,  Mr.  Chairman,  we  feel  is  again  an  exercise  in  commonsense, 
that  we  should  not  require  the  employee  to  pay  the  premium  on  a 
plan  that  he  did  not  need  to  use  during  the  period  of  removal  or  sus¬ 
pension,  that  he  should  be  entitled  to  reenrollment  plan  of  his  choice 
upon  restoration  or  to  have  retroactive  coverage  if  he  desires. 

This  is  providing  a  further  option  for  an  employee  who  has  been 
the  victim  of  an  erroneous  administrative  action. 

Senator  Randolph.  This  is  a  voluntary  feature,  is  it  not? 

Mr.  Macy.  Yes,  sir;  this  would  be  a  voluntary  choice  on  the  part 
of  the  employee. 

Senator  Randolph.  As  I  understand  it,  if  the  employee  now  on 
being  restored  to  a  position,  decided  that  he  did  not  want  to  take 
advantage  of  the  retroactive  coverage,  he  coidd  come  in  as  a  new 
employee;  is  that  correct? 

Mr.  Macy.  That  is  correct,  sir. 

Senator  Randolph.  Or  he  could,  of  course,  pay  the  back  premi¬ 
ums  and  receive  that  back  coverage;  is  that  correct? 

Mr.  Macy.  That  is  correct.  Those  are  the  two  options  that  would 
he  open  to  him  under  this  proposed  amendment. 

Senator  Randolph.  Thank  you,  Mr.  Chairman. 

Mr.  Macy.  The  Commission  considers  the  proposed  amendments 
to  the  Federal  Employees  Health  Benefits  Act  embodied  in  S.  1561 
to  be  both  necessary  and  constructive,  and  we  urge  their  early  enact¬ 
ment  into  law.  The  administration  has  expressed  its  full  support  of 
this  legislative  proposal.  Enactment  of  these  changes  will  not  result 
in  any  net  added  costs  to  employees  or  to  the  Government. 

In  fact,  we  anticipate  they  will  produce  minor  savings  in  adminis¬ 
trative  expenses,  the  amount  of  which  we  are  unable  to  estimate. 

I  thank  you  again,  Mr.  Chairman.  Mr.  Ruddock  and  I  wdl  be 
pleased  to  answer  any  questions  that  you  or  Senator  Yarborough 
may  wish  to  direct  to  us. 

Senator  Randolph.  I  want  the  record  to  also  reflect  the  thinking 
of  the  subcommittee  chairman  that  it  is  heartening  lor  the  Committee 
on  Post  Office  and  Civil  Service  or  perhaps  for  that  matter,  any  com- 
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inittee  here  in  the  Congress,  to  receive  from  a  department,  or  an 
agency,  the  recommendations  for  the  improvement  of  the  law  which 
is  upon  the  statute  books. 

Sometimes  we  fall  into  an  understandable  situation  where  the  law 
is  there  and  we  are  administering  the  law.  The  status  quo  is  enough, 
but  it  is  found  that  the  law  can  be  improved  and  corrective  features 
are  brought  into  being. 

I  compliment  the  Commission.  Also,  Mr.  Ruddock,  I  compliment 
you  on  your  special  bureau  for  this  indication  of  not  only  a  resource¬ 
fulness  but  because  when  you  find  what  has  been  happening,  you 
dig  into  the  facts.  You  have  a  determination  not  only  to  comply 
with  the  law,  but  to  improve  it. 

Mr.  Chairman,  1  commend  both  you  and  Mr.  Ruddock. 

Mr.  Macy.  Thank  you. 

Mr.  Ruddock.  Thank  you. 

Senator  Randolph.  Senator  Yarborough? 

Senator  Yarborough.  Thank  you,  Mr.  Chairman. 

I  did  not  have  an  opportunity  of  hearing  all  the  statement  but  I  have 
read  your  statement,  and  the  explanation  of  the  amendments  that 
would  be  brought  about.  1  direct  my  questions  particularly  to  amend¬ 
ment  8  which  states  that  this  amendment  would  correct  an  uninten¬ 
tional  provision  so  that  regardless  of  the  cost  of  the  plan  the  Govern¬ 
ment’s  share  will  never  exceed  50  percent. 

Now  I  worked  verv  diligently  on  the  original  law  that  you  know 
went  to  conference  with  the  House.  We  had  a  number  of  executive 
sessions. 

1  felt  the  Federal  Government  was  lagging  far  behind  private 
industry  and  leading  State  governments  in  the  larger  cities  and  large 
corporations,  and  many  small  ones  had  helped  in  hospitalization  plans 
before  the  Federal  Government  did. 

It  was  my  understanding  that  this  was  providing  a  plan  for  50-50 
participation  bv  the  Federal  Government  and  the  employees. 

Now  the  representatives  of  one  employee  organization  have  given 
me  some  figures  within  the  past  2  weeks,  I  will  say,  in  which  they 
stated  that  the  Federal  Government  participation  is  running  38  per¬ 
cent  and  the  employee  participation  is  62  percent  of  the  cost. 

What  are  the  facts,  what  percentage  of  the  cost  of  this  program  is 
being  borne  by  the  Federal  Government  and  what  percentage  is  being 
borne  by  the  employees? 

Mr.  Macy.  Mr.  Ruddock. 

Mr.  Ruddock.  The  figures  given  to  you  by  the  employee  organiza¬ 
tion  are  correct.  The  Federal  Employees’  Benefits  Act  provides  that 
the  Government  contribution  will  be  50  percent  of  the  cost  of  the  low- 
option  coverage  of  whichever  of  the  two  Government-wide  plans 
offers  the  least  expensive  option,  but  80  percent  of  the  Federal 
employees  have  chosen  a  high-option  coverage  that  provides  greater 
benefit  and  naturally  costs  more.  Under  the  law  the  Government 
contribution  for  a  person  who  enrolls  in  high  option  is  still  the  same 
as  if  he  had  enrolled  in  low  option;  he  pays  the  balance  of  the  cost 
himself  so  that  this  does  work  out  that  overall  the  Government  is 
paying  approximately  38  percent  of  the  cost  and  the  employees  62. 

Senator  Yarborough.  I  do  not  believe  the  committee  realized  at 
the  time  it  was  enacted  the  employee  would  be  paying  such  a  high 
percentage  of  the  plan,  I  certainly  did  not.  It  was  never  discussed 
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and  I  don’t  believe  it  was  generally  understood  then  that  the  employees 
would  be  bearing  that  disproportionate,  to  me,  high  share.  I  would 
like  to  ask  that  there  be  furnished  to  the  committee  a  comparison 
of  this  cost  of  health  insurance  to  the  employees  with  the  cost  and  the 
proportionate  share  of  the  emoloyees  in  the  100  largest  corporations 
in  America. 

1  think  you  can  readily  obtain  that,  can  you  not,  from  the  Bureau 
of  Labor  Statistics? 

Mr.  Ruddock.  I  am  not  sure  we  can,  sir.  We  will  certainly  try. 

Senator  Yarborough.  I  see  no  haste  in  that  the  Government  share 
shall  never  exceed  50  percent  when  it  is  only  reaching  38  percent  now. 
What  correlative  protection  are  you  putting  in  here  that  the  employees’ 
share  shall  never  exceed  50  percent?  I  believe  in  protecting  the 
Government,  but  I  believe  in  protecting  the  Government  employees, 
too;  they  are  part  of  that  Government. 

I  think  it  is  all  one — the  people  are  all  one;  the  Government,  the 
employees,  and  the  people  are  employees.  I  think  that  you  ought 
to  give  serious  consideration  to  the  boundaries  of  the  thing. 

Mr.  Ruddock.  Chairman  Macy  has  testified,  Senator  Yarborough, 
that  this  particular  proposal  is  one  of  suggesting  that  this  not  come 
about  unintentionally,  but  Chairman  Macy  has  also  suggested  that 
the  question  of  what  should  be  the  amount  of  the  Government  contri¬ 
bution  could  very  well  be  discussed  separately  as  a  policy  matter. 

Senator  Randolph.  Senator  Yarborough,  Chairman  Macy  did  this 
in  his  testimony. 

Senator  Yarborough.  About  what  the  Government  participation 
should  be? 

Mr.  Macy.  The  issue  involved  in  the  amendment  you  cite  was  one 
referring  back  to  the  principle  intended  by  Congress  in  the  enactment 
of  the  Government’s  share  not  to  exceed  50  percent. 

We  were  addressing  ourselves  solely  to  that  requirement.  I  think 
that  the  issue  of  the  relative  contribution  of  the  Government  and 
the  employees,  could  be  reopened,  and  this  is  a  matter  of  public 
policy  that  we  might  very  well  discuss. 

Senator  Yarborough.  If  you  are  going  to  open  here  the  question — 
it  seems  to  me  that  this  bill  opened  it  by  this  provision — that  it 
appears  to  me,  Mr.  Chairman,  that  this  is  the  proper  time  and  the 
proper  bill  to  go  into  the  matter  of  how  much  would  be  contributed 
by  the  Government  and  how  much  by  the  employees. 

Mr.  Macy.  I  believe  that  there  is  a  bill  introduced  that  would 
address  itself  to  the  issues  that  you  cite;  namely,  the  relative  contribu¬ 
tion  of  the  Government  and  the  employee. 

Senator  Randolph.  That  legislation  is  before  our  subcommittee. 

Senator  Yarborough.  It  might  be  a  good  thing  to  put  the  two 
together. 

Senator  Randolph.  Yes,  sir;  we  can  discuss  that. 

Senator  Yarborough.  Insert  that  later  so  justice  can  be  done. 

Mr.  Macy.  We  will  endeavor,  Senator  Yarborough,  to  secure 
the  information  that  you  request  so  that  will  be  a  part  of  this  record. 

Senator  Yarborough.  Thank  you. 

Thank  you,  Mr.  Chairman.  I  will  read  the  record.  I  was  un¬ 
avoidably  called  away  to  another  matter. 

Senator  Randolph.  Thank  you,  Senator  Yarborough,  for  bringing 
this  element  into  the  discussion.  We  will,  I  am  sure,  be  helped  by  the 
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figures  which  I  am  reasonably  certain  can  be  brought  to  this 
subcommittee. 

Senator  Yarborough.  Or  if  you  do  not  have  that  exact  number,  a 
relative  number,  40,  50,  60.  I  think  in  the  Library  of  Congress,  one 
survey  was  104  of  the  largest  corporations  and  another  was  48.  Just 
whatever  bracket  they  fall  in,  not  in  the  exact  number  of  a  hundred 
but  they  have  brackets  of  a  certain  number  of  employees. 

If  you  can  get  those  statistics,  I  believe  it  would  be  very  helpful  to 
this  committee. 

Mr.  Macy.  We  will  endeavor  to  get  a  large  enough  number  of  com¬ 
panies  to  have  a  valid  comparison. 

Senator  Yarborough.  Thank  you,  Chairman  Macy. 

(Subsequently  the  following  communication  was  received :) 

U.S.  Civil  Service  Commission, 

Washington,  D.C.,  July  12,  1963. 

Hon.  Ralph  W.  Yarborough, 

U.S.  Senate. 

Dear  Senator  Yarborough:  During  the  hearings  on  S.  1561  held  on  June  24 
before  the  Health  Benefits  and  Life  Insurance  Subcommittee,  Senate  Post  Office 
and  Civil  Service  Committee,  you  asked  the  Commission  to  provide  you  with 
certain  data  relating  to  private  employers’  contributions  to  employee  health 
benefits  programs. 

Accordingly,  we  requested  the  Bureau  of  Labor  Statistics  to  assemble  the  most 
recent  available  data  showing  expenditures  by  representative  firms  for  such 
programs  and  the  relation  of  their  expenditures  to  the  total  net  cost  of  the 
programs. 

I  am  enclosing  this  tabulation.  The  Government’s  average  monthly  contri¬ 
bution  to  the  Federal  employees  health  benefits  program  is  $5.77. 

If  I  can  be  of  further  assistance  to  you,  please  let  me  know. 

Sincerely  yours, 


John  W.  Macy,  Chairman. 
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Companies  Whose  Health  Insurance  Plans  Are  Included  in  BLS  Tabu¬ 
lation  of  Employer’s  Monthly  Expense  for  Salaried  Employees  Health 
Insurance  for  45  Leading  Companies,  1961-62 

Manufacturing: 

Aluminum  Co.  of  America. 

Boeing  Aircraft. 

Borden  Co. 

Cannon  Mills. 

Caterpillar  Tractor. 

Cluett  Peabody. 

Consolidated  Paper. 

Douglas  Aircraft. 

E.  I.  du  Pont  de  Nemours. 

Eastman  Kodak. 

General  Foods. 

General  Motors. 

Goodyear  Tire  &  Rubber. 

Great  Atlantic  &  Pacific  Tea. 

Gulf  Oil. 

Hart,  Schaffner  &  Marx. 

International  Business  Machines. 

International  Harvester. 

International  Shoe. 

Kimberly  Clark. 

Libbey-Owens-Ford  Glass. 

Mead  Johnson. 

New  York  Times. 

Radio  Corp.  of  America. 

Scott  Paper. 

Sperry  Gyroscope  (Division  of  Sperry  Rand). 

Swift  Co. 

Thompson-Ramo-Wooldridge. 

Time. 

Union  Carbide. 

United  States  Steel. 

Nonmanufacturing: 

American  Telephone  &  Telegraph. 

Chase  Manhattan  Bank. 

Consolidated  Edison  Co.  of  New  York. 

Detroit  Edison. 

Gimble  Bros. 

W.  T.  Grant. 

Greyhound  Corp. 

S.  S.  Kresge. 

Lerner  Stores. 

Northwestern  Mutual  Life  Insurance. 

Pennsylvania  Railroad. 

Research  Institute  of  America. 

United  Air  Lines. 

United  States  Lines. 


Note  on  Selection  of  Plans 

The  Bureau  of  Labor  Statistics  tried  to  derive  from  the'latest  annual  financial 
reports  (form  D-2)  filed  under  the  Welfare  and  Pension  Plans  Disclosure  Act  the 
relevant  health  insurance  cost  data  for  each  of  the  plans  in  its  forthcoming  digest 
of  the  health  and  insurance  plans  for  salaried  employees  of  50  major  companies.  1 
These  companies  were  selected  as  the  leading  firms  in  each  industry.  Because 
many  companies  did  not  report  separately  the  net  premium  paid  for  health  insur¬ 
ance,  it  was  necessary,  for  purposes  of  this  tabulation,  to  substitute  data  reported 
by  other  large  companies  in  the  same  industries. 

In  the  time  available  for  this  compilation,  only  45  companies  were  covered.  A 
list  of  these  companies  is  attached. 

i  The  Digest  of  Fifty  Health  and  Insurance  Plans  for  Salaried  Employees,  Spring  1963  (BLS  bull.  1377). 
will  be  published  early  in  the  autumn  of  1963. 
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American  Industrial  Health  Insurance  Premium  Costs 

This  report  from  the  Bureau  of  Labor  Statistics,  in  accordance  with  Senator 
Yarborough’s  request,  shows  the  cost  incurred  by  the  employer  for  health  insurance 
for  employees  in  45  American  business  enterprises,  including  31  manufacturing 
and  14  nonmanufacturing  firms.  Of  all  plans,  the  employer  pays  more  than 
50  percent  of  the  net  cost  of  the  plan  in  33  cases,  and  less  than  50  percent  in  12 
cases.  In  12  cases,  the  employer  pays  the  entire  cost  of  the  progfram. 

The  average  contribution  of  the  Government  to  the  health  insurance  plans 
operating  under  the  Federal  Employees  Health  Insurance  Act  is  $5.77  monthly. 
Since  the  act  became  effective  in  July  1960,  most  Federal  employees  have  taken 
advantage  of  the  “high  option”  plan  of  insurance.  Paid  monthly,  the  employee 
enrolled  for  “self  and  family”  in  a  “high  option”  Blue  Cross-Blue  Shield  plan 
will  pay  $12.61.  The  Government’s  contribution  to  his  insurance  is  $6.76.  Of 
the  total  $19.37  cost,  the  Government  pays  34.9  percent.  This  is  more  than  3 
percent  less  than  the  Government’s  average  contribution  to  all  plans,  since  its 
contribution  to  “low  option,  self-only”  plans  is  exactly  50  percent.  The  Govern¬ 
ment’s  percentage  of  contribution  to  some  other  plans  may  be  higher  or  lower, 
depending  on  the  total  cost  of  the  plan  (Aetna  costs  $17.46  for  “high  option,  self 
and  family,”  which  would  increase  the  Government’s  percentage  of  contribution 
to  38.8  percent,  while  the  Group  Health  Association  of  Washington,  D.C.,  program 
costs  $28.36  for  “high  option,  self  and  family”  coverage,  and  the  Government’s 
contribution  is  23.8  percent). 

In  view  of  the  fact  that  the  BLS  report  is  based  on  “self  and  family”  coverage 
(options  not  being  mentioned),  it  appears  that  the  insurance  offered  by  the 
Federal  Employees  Health  Benefits  Act  does  not  result  in  the  same  degree  of 
fringe  benefit  as  health  insurance  programs  offered  by  the  majority  of  firms 
listed  in  the  BLS  report. 

Employer  s  monthly  expenses  for  health  insurance  for  salaried  employees  and  their 
dependents:  J^o  large  companies,  1961-62  1 


Percent  of  net  cost  paid  by  employer  3 


Employer's  average  monthly 
expense  for  salaried  employees  2 

All 

plans 

100 

90  to 
99 

80  to 
89 

70  to 
79 

60  to 
69 

50  to 
59 

40  to 
49 

30  to 
39 

20  to 
29 

None 

All  plans _ _  .  .. 

45 

12 

4 

3 

2 

9 

o 

9 

4 

4 

None  (employee  pays  full  cost).. 
Under  $3  . . . 

4 

4 

8 

1 

2 

1 

1 

3 

$3  to  $5.99 _ 

9 

1 

i 

4 

1 

1 

1 

$6  to  $8.99_ 

3 

i 

1 

1 

$9  to  $11.99 

4 

2 

i 

1 

.$12  to  $14.99 .  . . 

5 

3 

2 

Expense  not  available  4 _ 

12 

9 

i 

1 

i 

1  Based  on  latest  financial  report  (form  D-2)  available  from  the  Labor  Department's  welfare  and  pension 
plan  disclosure  file. 

2  Computed  by  dividing  tbe  number  of  salaried  employees  into  the  total  expenditures  by  employers  or 
health  insurance  benefits  or  salaried  employees  and  their  dependents. 

3  Amount  paid  by  employer  as  percentage  of  total  not  cost  (premiums  less  dividends).  Where  such  data 
were  not  available,  the  percent  stated  by  the  compaines  in  other  reports  was  used. 

4  Includes  7  plans  providing  hospital,  surgical,  basic  medical,  and  major  medical  benefits;  2  plans  providing 
hospital,  surgical,  and  major  medical  benefits;  and  3  plans  providing  hsopital,  surgical,  and  basic  medical 
benefits. 

Source:  U.S.  Department  of  Labor  Bureau  of  Labor  Statistics,  July  3,  1963. 


Senator  Randolph.  Before  you  leave,  Chairman  Macy,  I  know 
Mr.  Paschal  has  one  or  more  questions  that  he  thinks  should  be  asked, 
and  I  am  delighted  to  yield  to  him  for  that  purpose. 

Mr.  Paschal.  Thank  you,  Mr.  Chairman. 

Mr.  Macy,  there  has  been  pending  before  this  committee  for  some 
time,  not  only  in  this  session  of  Congress  but  others,  proposed  legis¬ 
lation  which  would  tend  to  eliminate  the  so-called  discrimination 
against  female  employees  in  the  Government.  There  is  a  proposed 
bill  or  two  now  pending  before  this  committee. 
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Under  No.  7  in  your  statement,  would  that  in  your  judgment  take 
care  of  that  proposed  legislation  or  would  it  have  anything  to  do  with 
the  elimination  of  discrimination  against  female  employees? 

Mr.  Macy.  No,  Mr.  Paschal;  it  would  not.  That  is  separate  legis¬ 
lation  with  somewhat  different  objectives  that  you  refer  to.  It  has 
been  introduced  in  previous  Congresses.  Generally,  the  Commission 
would  support  the  intent  in  that  legislation  to  equalize  benefits  for 
the  woman  worker  who  has  conditions  that  are  the  same  as  the  male 
worker  who  is  head  of  the  family. 

Mr.  Paschal.  The  Commission  would  not  object  to  legislation  that 
would  do  away  with  the  complaint  then? 

Mr.  Macy.  No;  it  would  not  object.  I  believe,  Mr.  Paschal,  that 
this  is  again  a  rather  technical  problem  with  respect  to  the  health 
benefits  program  but  we  would  be  interested  in  working  with  you  or 
other  members  of  the  committee  staff  in  the  drafting  of  language  that 
would  establish  this  purpose. 

Mr.  Ruddock.  That  item  is  included  in  Senator  Carlson’s  bill, 
S.  761,  which  is  currently  pending. 

Mr.  Macy.  I  believe  that  bill  is  also  before  this  subcommittee. 

Mr.  Paschal.  I  was  wondering  whether  you  thought  number  7 
would  cover  that? 

Mr.  Macy.  No. 

Mr.  Paschal.  I  think  Senator  Carlson  has  another  bill. 

Mr.  Macy.  My  view  is  that  No.  7  does  not,  that  we  would  have  to 
deal  with  the  matter  that  Senator  Carlson  introduced  as  a  separate 
proposal  for  amendment,  but  it  might  very  well  be  considered  in  con¬ 
junction  with  the  amendments  if  that  is  the  chairman’s  desire. 

Mr.  Paschal.  Just  one  other  question  pertaining  to  these  nine 
points  that  you  have  made. 

If  all  of  those  were  accepted,  have  you  any  figures  as  to  what  their 
cost,  additional  cost  would  be;  or  would  there  be  an  additional  cost? 

Mr.  Macy.  My  testimony  is  that  there  would  be  no  additional 
cost  as  a  result  of  these  changes  and  there  conceivably  could  be  some 
administrative  savings  because  of  the  additional  discretions  that  are 
called  for  in  these  amendments,  so  that  this  is  one  of  those  happy 
pieces  of  legislation  that  does  not  carry  any  additional  cost  to  the 
Government. 

Mr.  Paschal.  Thank  you,  Mr.  Chairman. 

Senator  Yarborough.  Any  further  questions  of  the  staff  on  either 
side? 

Does  that  conclude  your  testimony,  Mr.  Chairman? 

Mr.  Macy.  Yes. 

Senator  Yarborough.  We  have  a  surprise  visitor  that  we  are  all 
glad  to  see.  We  will  pause  for  a  moment  here  to  introduce  to  the 
committee  and  those  of  the  witnesses  and  the  others  present  in  the 
room  His  Excellency,  the  Ambassador  of  the  United  States  of  America 
to  the  Republic  of  Jamaica,  the  Honorable  William  C.  Doherty. 
[Applause.] 

Mr.  Macy.  Very  glad  to  see  the  Ambassador  here. 

Senator  Yarborough.  Mr.  Doherty  has  been  an  influential  person 
in  Washington  and  is  our  first  Ambassador  to  that  new  ReDublic. 

We  receive  reports  from  other  committees  of  the  fine  work  he  has 
done  there  and  we  are  happy  to  welcome  him  back  to  the  Capitol 
where  he  was  a  frequent  witness  before  congressional  committees. 

20-772 — 63 - i 
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I  am  certain  that  we  must  feel  now  that  arduous  as  those  views  were, 
they  were  a  drop  in  the  bucket  compared  to  the  kind  of  reception  that 
ambassadors  get  from  the  field  of  international  relations. 

Ambassador  Doherty,  we  welcome  you. 

Ambassador  Doherty.  Thank  you  very  much  for  that  marvelous 
introduction. 

(Discussion  off  the  record.) 

Senator  Yarborough  (presiding).  We  will  call  as  the  next  witness 
Mr.  Joseph  E.  Harvey,  the  health  benefits  program  of  Blue  Cross-Blue 
Shield. 

Come  around,  Mr.  Harvey.  We  are  glad  to  have  you. 

STATEMENT  OF  JOSEPH  E.  HARVEY,  HEALTH  BENEFITS  PROGRAM, 

BLUE  CROSS-BLUE  SHIELD 

Mr.  Harvey.  Thank  you,  Mr.  Chairman,  for  this  opportunity 
to  express  our  views. 

We  do  not  have  a  prepared  statement  to  submit  this  morning. 

Senator  Yarborough.  Just  proceed  as  you  wish. 

Mr.  Harvey.  Thank  you. 

The  Blue  Cross  and  Blue  Shield  organizations  have  reviewed  the 
legislation  at  issue  and  we  would  simply  like  to  be  recorded  as  being 
in  full  support  of  all  nine  of  the  changes  that  are  being  proposed. 

We  consider  them  quite  appropriate  and  feel  that  they  will  result 
in  an  improvement  to  the  health  benefits  program.  For  this  reason 
we  have  not  filed  a  prepared  statement.  We  wish  to  be  recorded  in 
full  support  of  the  legislation. 

Senator  Yarborough.  Mr.  Harvey,  do  you  know  offhand  what 
percentage  of  the  Federal  employees  have  subscribed  to  health  benefits 
under  this  law? 

Mr.  Harvey.  Yes,  sir. 

Senator  Yarborough.  Do  you  recall  what  percentage  of  those  tak¬ 
ing  that  protection  took  Blue  Cross-Blue  Shield?  I  believe  Blue  Cross 
and  Blue  Shield  and  one  other  company  have  sold  more  contracts 
than  any  other  two,  if  I  correctly  understand;  is  that  correct? 

Mr.  Harvey.  Yes,  sir;  that  is  correct. 

Senator  Yarborough.  Do  you  recall  now  what  percentage  have 
taken  Blue  Cross  and  Blue  Shield? 

Mr.  Harvey.  I  believe  that  the  current  percentage  of  those  who 
have  enrolled  in  any  of  the  plans  is  about  55  percent  for  Blue  Cross 
and  Blue  Shield. 

Senator  Yarborough.  Blue  Cross  and  Blue  Shield.  Now,  this 
plan  became  effective  in  1960.  Do  you  have  any  figures  on  how  much 
hospitalization  costs  have  increased  in  the  intervening  3  years  since 
then?  This  may  not  be  exactly  on  the  bill  but  this  is  too  good  an 
opportunity  to  get  statistics  here  to  study  this  problem  to  pass  it  by. 

I  see  you  and  the  Group  Health  Association  of  America,  Health 
Insurance  Plan  of  Greater  New  York,  and  all  the  representatives — 
you  have  most  of  them  covered  right  here  in  the  room. 

Mr.  Harvey.  If  the  committee  will  accept  these  figures  off  the  top 
of  my  head,  sir - 

Senator  Yarborough.  A  rough  estimate. 

Mr.  Harvey.  To  the  best  of  my  knowledge,  the  costs  of  the  health 
insurance  under  Blue  Cross  and  Blue  Shield  have  been  increasing  for 
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the  Federal  employee  program  at  approximately  7  percent  a  year. 
This  is  slightly  lower  than  the  national  trends  in  cost  increases. 

Senator  Yarborough.  What  I  am  driving  at  is  not  the  total  cost 
but  the  cost  of  hospitalization  per  day,  all  medical  care  per  day,  has 
that  been  going  up  averaging  over  the  country  7  percent  a  year? 

Mr.  Harvey.  Yes. 

Senator  Yarborough.  So  the  average  cost  of  a  certain  type  of 
hospitalization,  say  you  have  a  hernia  operation,  all  costs  for  the  same 
number  of  days  and  the  same  care  would  be  21  percent  higher  than  it 
was  3  years  ago;  is  that  correct? 

Mr.  Harvey.  This  would  surely  be  true  in  some  areas  and  in  some 
hospitals.  Obviously  my  7  percent  refers  to  averages. 

Senator  Yarborough.  Now,  there  has  been  no  change  in  the 
health  and  hospitalization  plans,  the  cost  of  that  during  that  tune,  has 
there? 

Mr.  Harvey.  No,  sir;  there  has  not. 

Senator  Yarborough.  That  means  additional  cost  goes  up,  is  no 
automatic  escalated  clause  where  the  Government  goes  up  as  the  cost 
rises? 

Mr.  Harvey.  In  the  Government-wide  service  benefit  plan  the 
employee  is  entitled  to  certain  benefits  regardless  of  then  cost  to  Blue 
Cross  and  Blue  Shield 

Senator  Yarborough.  I  recall  them  now;  yes.  Thank  you.  I 
had  not  looked  at  mine  since  I  bought  it. 

Any  questions  by  the  staff? 

There  are  no  further  questions.  Thank  you,  Mr.  Harvey. 

Mr.  Harvey.  Thank  }ou. 

Senator  Yarborough.  The  next  witness  is  Mr.  Cathles  of  the 
Aetna  Life  Insurance  Co. 

Does  Aetna  Life  Insurance  Co.  have  a  representative  here? 

We  will  pass  that  over  for  the  time  being. 

Next,  Mr.  Louis  Feldman,  staff  representative  of  Group  Health 
Association  of  America  and  the  Health  Insurance  Plan  of  Greater 
New  York. 

STATEMENT  OF  LOUIS  L.  FELDMAN,  CONSULTANT,  GROUP 

HEALTH  ASSOCIATION  OF  AMERICA  AND  UNDERWRITER, 

HEALTH  INSURANCE  PLAN  OF  GREATER  NEW  YORK 

Mr.  Feldman.  Mr.  Chairman  and  members  of  the  subcommittee, 
I  am  going  to  speak  from  prepared  notes  because  I  have  not  had  an 
opportunity  to  mimeograph  a  statement.  I  will  identify  myself  and 
the  organization.  I  want  to  speak  in  opposition  to  two  of  the  pro¬ 
posals  in  S.  1561. 

In  identifying  myself,  I  am  Louis  L.  Feldman,  consultant  to  Group 
Health  Association  of  America,  Inc.,  and  underwriter  to  the  Health 
Insurance  Plan  of  Greater  New  York.  Both  organizations  are  dedi¬ 
cated  to  the  provision  of  prepaid  medical  care  through  group  practice. 

GHAA  is  a  nonprofit  organization  representing  over  4  million 
people  receiving  medical  and  hospital  care  from  its  25  active  organiza¬ 
tion  members.  These  plans  are  sponsored  by  labor,  by  cooperatives, 
and  in  the  case  of  HIP,  the  community.  In  addition,  GHAA  is 
supported  by  other  organizations  representing  the  consumer  interest 
such  as  the  National  Farmers  Union,  the  Cooperative  League  of  the 
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United  States  of  America,  and  the  International  Association  of 
Machinists  and  the  United  Auto  Workers. 

The  HIP  offers  a  community-sponsored  plan  and  provides  care 
through  its  affiliated  medical  groups  to  some  670,000  men,  women, 
and  children  residing  in  and  around  New  York  City.  It  is  qualified 
under  section  4(4) (A)  of  the  Federal  Employees  Health  Benefits  Act 
of  1959  and  provides  care  under  the  Federal  program  for  some  20,000 
persons,  consisting  of  7,200  Federal  employees  and  then  families. 
HIP  is  an  active  member  of  GHAA  and  is  dedicated  to  the  principle 
of  prepayment  through  group  practice. 

This  mechanism  of  providing  for  the  health  of  the  people  was 
described  by  President  John  F.  Kennedy  in  his  message  to  the 
Congress  on  February  27,  1962,  as  follows: 

Experience  in  many  communities  has  proven  the  value  of  group  medical  and 
dental  practice,  where  general  practitioners  and  medical  specialists  voluntarily 
join  to  pool  their  professional  skills,  to  use  common  facilities  and  personnel,  and 
to  offer  comprehensive  health  services  to  their  patients.  Group  practice  offers 
great  promise  of  improving  the  quality  of  medical  care,  of  achieving  significant  | 
economies  and  conveniences  to  physician  and  patient  alike,  and  of  facilitating  a 
wider  and  better  distribution  of  the  available  supply  of  scarce  personnel. 

The  enactment  of  the  Federal  Employees  Health  Benefits  Act  of 
1959  provided  an  enrollment  incentive  for  the  development  of  new  and 
unproved  methods  for  meeting  the  health  needs  of  the  people.  The 
Civil  Service  Commission,  in  qualifying  plans  for  the  first  contract 
period,  carried  forth  the  intent  of  the  Congress  and  encouraged 
every  form  of  available  medical  care  plan  to  apply  for  participation. 
Through  the  Commission’s  Bureau  of  Retirement  and  Insurance, 
directed  by  Mr.  Andrew  Ruddock,  and  within  a  short  time  period,  a 
plan  providing  alternate  choice  of  medical  care  programs  was  evolved 
and  put  into  effect.  Each  employee  residing  in  an  area  in  which  more 
than  one  plan  was  available  had  a  choice.  Upon  his  selection,  the 
employee  could  have  the  coverage  of  the  Government  indemnity  plan 
for  which  the  employer  contributed  half  the  cost  or  could  elect  more 
complete  benefits  and  to  pay  more,  for  the  maximum  employer  con¬ 
tribution  was  related  to  the  cost  of  the  cheapest  plan. 

Mr.  Ruddock,  ably  assisted  by  Mr.  David  Lawton,  Mr.  Solomon 
Papperman,  and  Mrs.  Marie  B.  Henderson,  for  the  section  4  plans 
accomplished  an  administrative  miracle.  I  think,  gentlemen,  in  all  | 
the  years  I  have  been  in  the  field  of  administration  I  have  never  seen  ’ 
so  superb  a  job  well  done.  Despite  the  multitude  of  negotiations  and 
the  sheer  complexity  of  providing  information  to  each  Federal  em¬ 
ployee  as  to  the  choices  available  to  him,  the  program  for  all  employees 
was  in  effect  on  July  1,  1960,  the  date  set  by  the  Congress. 

I  appear  here  today  in  opposition  to  the  portions  of  the  bill  relating 
to  the  discretionary  power  of  the  Commission  to  discontinue  a  contract 
with  a  plan  whose  enrollment  is  below  300  and  after  a  plan  has  been 
participating  for  3  contract  periods.  I  also  wish  to  make  some  com¬ 
ment  about  the  use  of  the  contingency  reserves. 

I  respectfully  submit  for  your  consideration  that  amending  the 
legislation  to  permit  termination  of  a  plan  that  over  a  3-year  period 
has  not  gained  the  participation  of  at  least  300  employees,  their 
spouses  and  children  should  not  be  considered  in  relation  to  adminis¬ 
trative  cost  but  in  its  effect  on  the  employee  who  has  elected  the  plan 
and  in  the  enrollment  incentive  for  the  development  of  group  practice 
programs  in  areas  where  there  are  relatively  few  Federal  employees. 
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To  digress  for  a  moment,  I  submit  that  under  the  existing  legislation 
any  Federal  employee  who  elects  a  plan  other  than  the  Government- 
wide  indemnity  plans  pays  out  of  his  own  pocket  1  percent  of  the 
total  premium  for  administration.  The  participating  group  practice 
plans  which  provide  a  broad  range  of  service  benefits  have  higher 
premium  costs.  Employees  with  families  who  elected  Group  Health 
Association,  the  group  practice  plan  here  in  Washington,  D.C.,  pays 
some  30  cents  a  month  for  administration  or  some  $3.60  a  year,  while 
an  employee  with  a  family  who  elected  the  low  option,  Government¬ 
wide  indemnity  plan  only  pays  some  7  cents  a  month  or  about  80 
cents  a  year;  the  Government  pays  only  the  80  cents  for  either. 

The  total  monthly  family  cost,  including  the  4-percent  surcharge— 
3  percent  for  reserves  and  1  percent  for  administration — for  the  low- 
option  Government-wide  indemnity  plan  is  $13.52  a  month;  for  GHA 
Washington,  the  high  option — better  benefits- — cost  is  $31.70  a 
month. 

In  each  case  the  Government  contribution  is  only  $6.76  a  month  for 
the  family.  The  out-of-pocket  cost  for  enrollment  in  the  low-benefit 
plan  is  $6.76  a  month.  The  out-of-pocket  cost  for  the  enrollee  who 
selected  a  more  complete  coverage  and  registered  with  GHA  in 
Washington  is  $24.94  a  month.  You  recall,  sir,  that  he  gets  $6.76 
contribution.  His  total  cost  is  $31  and  change. 

Senator  Yarborough.  Is  that  the  actual  cost  at  this  tune? 

Mr.  Feldman.  Yes. 

Senator  Yarborough.  Is  that  the  man  with  the  family? 

Mr.  Feldman.  Yes,  sir.  I  am  relating  a  man  who  has  one  or  more 
other  people  besides  himself  on  the  contract;  namely,  a  wife  or  child. 

Senator  Yarborough.  What  is  the  total  maximum  payments  or 
the  maximum  hospitalization  under  that? 

Mr.  Feldman.  GHA  in  Washington  is  365  days.  It  is  a  full  bene¬ 
fit. 

Senator  Yarborough.  And  that  is  the  actual  division  of  cost  at 
this  time? 

Mr.  Feldman.  That  is  right,  sir. 

Senator  Yarborough.  Being  paid  under  the  Federal  plan? 

Mr.  Feldman.  That  is  right,  sir. 

Now  to  return  to  the  question,  a  plan  with  300  or  less  employees 
cannot,  on  this  fact  alone,  be  considered  as  failing  to  meet  the  needs 
of  Federal  employees.  Group  practice  plans  as  well  as  other  section  4 
plans  are  local  programs.  Thus,  a  prepayment  group  practice  plan 
serves  people  who  reside  in  one  or  more  localities  usually  quite  limited 
in  geographic  area,  and  the  payroll  deduction  problem  exists  only  for 
those  agencies  with  employees  in  that  area.  However,  an  employee 
organization  plan  under  section  3  of  the  act  enrolling  throughout  the 
Nation  could  have  less  than  300  employees  for  its  coverage  in  any  one 
local  area. 

As  of  December  1962,  2  of  the  5  participating  plans  with  less  then 
300  employees  offered  group  practice  benetfits.  These  were  the  Bridge 
Clinic  in  Seattle,  Wash.,  and  the  Western  Clinic  in  Tacoma,  Wash. 
However,  in  the  health  benefits  reports  for  the  year  ended  June  30, 
1962,  8  section  3  organizations  are  reported  with  less  than  20,000 
employees  enrolled.  Three  of  these  who  enroll  employees  without 
regard  to  residence  have  an  employee  enrollment  ranging  from  2,270 
to  5,510.  It  is  highly  probable  that  enrollment  by  any  one  of  these 
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in  the  area  comparable  to  that  served  by  a  section  4  plan  would  show 
an  enrollment  of  less  than  300.  However,  the  way  the  provision  is 
now  written  it  would  not  affect  such  a  plan  because  the  aggregate 
enrollment  would  be  over  300,  although  in  any  one  area  it  would  be 
less  than  300.  The  administrative  cost  of  procedures  providing  for 
employee  election  by  all  agencies  in  the  Nation  is  considerably  more 
for  a  section  3  than  for  a  section  4  plan  that  only  serves  a  local  area 
where  brochures  only  need  to  be  distributed  locally. 

Even  more  important  than  factors  of  cost  of  excessive  payment  for 
administration  by  employees  electing  plans  other  than  the  Govern¬ 
ment-wide  indemnity  plans  is  the  influence  of  the  Federal  program 
in  encouraging  the  development  of  group  practice  prepayment  in 
predominantly  rural  areas.  The  increasing  shortage  of  physicians 
and  the  rapidly  rising  costs  of  medical  care  are  causing  community 
leaders  to  seek  ways  and  means  of  encouraging  the  organization  of 
group  practice  in  the  interests  of  providing  effective  quality  care  at 
reasonable  costs.  Under  the  present  act,  a  newly  formed  plan  can, 
if  otherwise  qualified,  look  forward  to  participating  in  providing  care 
to  Federal  employees  whether  it  be  50  or  200.  In  predominantly 
rural  areas,  the  only  sources  of  Federal  enrollment  are  Post  Office 
Department  employees  who  at  all  times  have  a  choice  of  the  Govern¬ 
ment-wide  program  as  well  as  their  own  employee  organization  plans. 

We  urge  that  this  provision  be  deleted,  the  provision  providing 
discretionary  power  to  terminate  a  contract  which  has  less  than  300 
employees,  and  that  the  present  provision  in  the  present  act  be  con¬ 
tinued  without  amendment.  This  would  enable  the  further  growth 
of  group  practice  prepayment  and  would  continue  to  provide  a  Federal 
employee  with  a  choice  of  any  qualified  plan  available  in  his  area  of 
residence. 

The  following  is  with  respect  to  the  proposed  amendment  (sec.  9 
amending  sec.  8(b)  of  the  Federal  Employees  Health  Benefits  Act)  on 
the  distribution  of  contingency  funds  held  for  the  account  of  a  plan 
which  discontinues  participation  under  the  Federal  program:  It  is 
my  understanding  that  the  effect  of  the  amendment  as  drafted  would 
be  that  such  funds  would  almost  all  accrue  to  the  Government-wide 
plans,  because  with  the  great  preponderance  of  enrollees,  they  contri¬ 
bute  over  80  percent  of  the  contingency  reserve  held  by  the 
Government. 

It  is  suggested  that  the  proposal  be  modified  to  provide  that  the 
funds  remaining  to  the  credit  of  a  discontinued  plan  be  distributed 
among  the  contingency  reserves  of  the  other  plans  in  the  same  cate¬ 
gory.  For  example,  if  a  plan  under  section  4  (4)  (a)  discontinues 
participation,  then  the  freed  contingency  funds  should  be  credited 
to  the  other  4 (4) (a)  plans. 

One  last  comment,  sir,  as  to  the  administrative  cost  today  which 
places  a  tremendous  burden  on  the  people  who  select  the  higher  cost 
plans,  rather  than  putting  part  of  the  administration  allowances  into 
the  contingency  reserve,  whether  it  would  be  possible  to  consider  a 
flat  administrative  charge  rather  than  the  percentage  administrative 
charge. 

A  percentage  charge  automatically  has  a  penalizing  effect  against 
people  who  select  the  more  expensive  plans.  A  flat  administrative 
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charge  would  at  least  have  the  effect  of  charging  everybody  the  same 
amount  of  money  no  matter  who  pays  it. 

I  thank  you,  sir. 

Senator  Yarborough.  Does  the  staff  have  any  questions? 

Mr.  Feldman,  you  have  raised  some  very  provocative  points  and 
I  see  that  Mr.  Ruddock  with  the  Civil  Service  Commission  is  here. 
I  want  to  ask  him  and  ask  the  staff  members  to  study  these  sugges¬ 
tions  that  you  have  made  in  relationship  to  the  actual  working  of 
these  different  funds  and  these  plans. 

You  have  made  what  sounds  to  be  a  very  reasonable  suggestion 
on  the  distribution  of  these  accumulated  moneys,  as  to  what  should 
be  done  with  them  when  the  plan  is  terminated.  I  am  asking  both 
the  Civil  Service  Commission  and  the  staff  of  this  committee  to  study 
all  of  your  recommendations. 

Senator  Yarborough.  Now  that  figure  you  gave  that  some  em¬ 
ployees  are  contributing,  what  was  the  amount  in  dollars? 

Mr.  Feldman.  I  was  quoting  the  cost  here  for  GHA  in  Washington. 

Senator  Yarborough.  GHA  in  Washington? 

Mr.  Feldman.  That  is  the  Group  Health  Association  in  Washing¬ 
ton,  D.C.  For  a  family  member  the  total  cost  as  set  forth  in  the 
brochure  of  the  Civil  Service  Commission  is  $31.70. 

Senator  Yarborough.  For  what  unit  of  time? 

Mr.  Feldman.  Per  month. 

Senator  Yarborough.  Per  month? 

Mr.  Feldman.  Yes. 

Senator  Yarborough.  In  other  words,  that  employee  is  paying  in 
something  over  $370  per  year? 

Mr.  Feldman.  The  total  cost  is  that.  The  Government  contrib¬ 
utes  toward  that,  sir. 

Senator  Yarborough.  Now  give  us  the  contribution. 

Mr.  Feldman.  The  Government  contributes  $6.76  per  month. 

Senator  Yarborough.  The  Government  is  paying  $6.76  a  month? 

Mr.  Feldman.  Yes. 

Senator  Yarborough.  Howt  much  is  the  employee  paying  on  that? 

Mr.  Feldman.  The  net  cost  is  $24.94  which  is  approximately  $300 
a  year. 

Senator  Yarborough.  The  employee  under  that  policy  then,  is 
paying  in  for  himself,  and  the  one  or  more,  $24.94  a  month? 

Mr.  Feldman.  Yes. 

Senator  Yarborough.  The  Federal  Government  is  paying  $6.76 
a  month? 

Mr.  Feldman.  Right,  sir. 

Senator  Yarborough.  For  a  total  of  $3.70  into  the  cost  of  that? 

Mr.  Feldman.  Right. 

Senator  Yarborough.  Thank  you. 

You  have  heard  the  testimony  earlier  of  Mr.  Harvey  with  the 
Blue  Cross-Blue  Shield  that  the  average  medical  cost  has  gone  up 
since  1960,  7  percent  a  year  for  a  total  of  21  percent  over  the  last  3 
years? 

Mr.  Feldman.  Sir,  I  would  like  to  add  here  in  my  capacity  from  the 
Health  Insurance  Plan  of  New  York  in  the  Federal  program  that  our 
hospital  experience  was  so  low  that  last  year  we  were  able  to  provide 
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increased  benefits  to  Federal  employees  without  changing  the  payroll 
deduction  or  the  total  premium.  This  year  we  are  increasing  our 
hospital  program  which  previously  had  been  a  30-day  hospital  pro¬ 
gram  low  option — 120-day  high  option — to  a  70-day  low  option — 
365-day  high  option — without  any  increase  in  premium  or  in  payroll 
deduction. 

Senator  Yarborough.  The  question  that  I  asked  you  did  not 
pertain  to  the  average  health  experience  but  to  the  cost  of  hospitaliza¬ 
tion  where  they  had  to  have  hospitalization. 

Thank  you  a  lot. 

Our  next  witness  is  Mr.  Jerome  Keating,  president  of  the  National 
Association  of  Letter  Carriers. 

Mr.  Keating,  we  welcome  your  appearance  before  this  committee. 
After  your  recent  bout  in  the  hospital  we  are  encouraged  and  happy  to 
see  you  looking  so  well  and  so  healthy. 

STATEMENT  OF  JEROME  KEATING,  PRESIDENT,  NATIONAL 
ASSOCIATION  OF  LETTER  CARRIERS 

Mr.  Keating.  Thank  you  very  much. 

Senator  Yarborough.  I  had  the  privilege  of  meeting  the  day  before 
yesterday,  on  the  banks  of  the  Rio  Grande,  a  number  of  the  members 
of  your  organization,  and  you  had  some  representatives  of  the  national 
organization. 

Mr.  Keating.  Thank  you  very  much,  Senator.  Mr.  Lewis  was 
with  you  and  he  told  me  of  the  very  fine  meeting  you  had. 

I  did  take  advantage  of  the  hospitalization  plan  and  everything 
worked  out  very  well,  I  am  happy  to  relate. 

We  are  very  much  interested  in  the  operation  to  health  benefits 
program,  inasmuch  as  we  have  the  third  largest  plan  operating  under 
the  Government  program.  The  only  two  plans  larger  than  the 
NALC  health  benefits  plan  are  the  two  uniform  plans  operated  by 
Aetna  and  the  Blue  Cross. 

We  are  proud  of  the  fact  that  our  plan  returned  90.5  cents  out  of 
every  premium  dollar  to  the  members  in  the  first  16  months  of  opera¬ 
tion,  and  we  paid  $23,080,600  in  benefits. 

We  have  carefully  reviewed  the  provisions  of  S.  1561,  and  find  them 
to  be  of  a  technical  nature,  and  we  are  in  support  of  the  proposed 
legislation. 

We  want  to  commend  the  Commission  because  in  many  instances 
the  proposals  actually  improve  the  plan  and  provide  a  little  better 
benefits  for  some  of  the  people  under  the  operation  of  health  benefit 
plans. 

We  would  like  to  call  your  attention,  however,  to  certain  important 
facts  in  connection  with  the  operation  of  the  health  benefits  program. 
When  the  health  benefits  program  was  first  established  by  the  Federal 
Government,  the  generally  agreed  objective  was  to  try  to  establish  a 
program  wherein  the  Government  would  pay  50  percent  and  the 
employees  would  pay  50  percent  of  the  premium  cost. 

In  a  study  made  some  time  ago — as  a  matter  of  fact,  in  1959 — of 
316  State,  county,  and  municipal  programs,  in  121  of  the  plans,  the 
employer  paid  100  percent  of  the  cost;  in  137  plans  the  employer  paid 
50  to  88  percent;  and  in  only  14  plans  did  the  employer  pay  less  than 
50  percent. 
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Actually,  under  the  Government  employees’  health  benefits  pro¬ 
gram,  as  you  Senators  have  pointed  out,  the  Government  contribution 
amounts  to  approximately  36  or  37  percent.  In  our  high  option  plan 
the  Government  contribution  amounts  to  approximately  35.7  percent 
of  the  premium  charges.  We  believe  that  t  le  law  should  be  amended 
so  that  the  Government  contribution  would  amount  to  50  percent  of 
the  premium  charges. 

Under  the  law,  the  Government  contribution  has  a  minimum  pay¬ 
ment  of  $3  per  pay  period  in  the  case  of  family  benefits.  However, 
the  Commission  is  permitted  to  pay  as  much  as  $4.25  per  pay  period 
rather  than  $3;  $3  is  the  minimum. 

Under  the  present  program,  the  contribution  by  the  Government 
will  not  be  raised  by  the  Commission  unless  the  premium  is  increased 
on  the  low-option  plan  of  the  Aetna  Co.  The  present  rate  on  the  low 
option  plan  in  the  indemnity  plan  on  which  the  premium  is  based  is 
sufficiently  high  so  that  there  is  small  likelihood  that  there  will  be  an 
increase  in  premiums. 

While  the  high-option  plan  in  the  indemnity  plan  returned  83.4 
cents  on  every  dollar,  the  low-option  plan  returned  only  58.3  cents 
on  the  premium  dollar.  It  is  clearly  evident  that  there  is  little 
likelihood  of  an  increase  in  payment  on  the  part  of  the  Government, 
even  though  the  percentage  overall  payment  of  the  Government  is 
far  below  the  generally  agreed  goal  of  50  percent. 

In  the  meantime,  the  cost  of  hospital  services  is  increasing  rapidly. 
According  to  the  Health  Information  Foundation  at  the  University 
of  Chicago,  the  cost  of  average  hospital  expense  per  patient  in  short¬ 
term  general  hospitals  increased  about  273  percent  between  1946 
and  1961. 

This  study,  published  in  the  May-June  1963,  edition  of  “Progress 
in  Health  Services,”  stated  that  the  average  hospital  expense  per  day 
amounts  to  $34.98  for  short-term  general  hospitals. 

We  would  like  to  suggest  to  the  committee  that  you  give  considera¬ 
tion  to  amending  the  law  so  as  to  place  the  contribution  of  the  Gov¬ 
ernment  for  payment  of  the  premium  on  a  flat  basis  rather  than  on  a 
minimum  and  maximum  basis,  with  a  payment  of  $2  biweekly  for 
an  employee  or  annuitant  enrolled  for  self  alone;  and  $5  biweekly 
for  an  employee  or  annuitant  enrolled  for  self  and  family,  but  not 
more  than  one-half  the  biweekly  subscription  charge  for  the  enroll¬ 
ment.  We  think  that  it  is  extremely  important  that  the  committee 
give  this  careful  consideration  in  connection  with  the  operation  of 
the  health  benefits  program. 

Now  the  provision  I  have  talked  of  here  is  in  bill  S.  761,  Senator 
Carlson’s  bill.  Senator  Carlson’s  bill  also  takes  care  of  the  discrimina¬ 
tion  against  female  employees.  We  recommend  that  this  bill  be 
amended  by  including  the  provisions  of  S.  761. 

The  health  benefits  program  has  been  operated  in  a  very  fine 
manner  by  the  Civil  Service  Commission.  Mr.  Ruddock  and  his 
staff  who  supervise  the  operation  of  the  program  have  become  ex¬ 
perts  in  the  field  and  have  done  an  excellent  job. 

We  believe,  however,  that  it  is  extremely  important  that  consid¬ 
eration  be  given  to  increasing  the  Government  contribution  to  the 
premium  cost. 

We  urge  the  inclusion  of  S.  761  in  this  legislation. 


30 


THE  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  ACT 


Senator  Yarborough.  Thank  you. 

Senator  Randolph,  I  think  we  should  order  that  S.  761  be  placed  in 
the  record  since  wo  have  had  so  much  discussion  on  it. 

Senator  Randolph.  I  agree. 

(S.  761  is  as  follows:) 

[S.  761,  88th  Cong.,  1st  sess.] 

A  BILL  To  amend  the  Federal  Employees  Health  Benefits  Act  of  1959,  with  respect  to  the  contribution 
made  by  Government  toward  health  benefit  protection  for  employees  and  annuitants  and  members  of 
their  families 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  sections  7(a)  (1)  and  (2)  of  the  Federal  Em¬ 
ployees  Health  Benefits  Act  of  1959  (5  U.S.C.  3006(a)  (1)  and  (2))  are  repealed, 
and  a  new  section  7(a)(1)  is  inserted  in  their  place  to  read  as  follows: 

“(1)  The  Government  contribution  for  health  benefits  for  employees  or  annui¬ 
tants  enrolled  in  health  benefits  plans  under  this  Act,  in  addition  to  the  contri¬ 
butions  required  by  paragraph  (2)  shall  be  $2  biweekly  for  an  employee  or  annui¬ 
tant  enrolled  for  self  alone,  and  $5  biweekly  for  an  employee  or  annuitant  enrolled 
for  self  and  family,  but  not  more  than  one-half  the  biweekly  subscription  charge 
for  the  enrollment.” 

Sec.  2.  Sections  7(a)  (3)  and  (4)  of  the  Federal  Employees  Health  Benefits  Act 
of  1959  (5  U.S.C.  3006(a)  (3)  and  (4))  are  redesignated  sections  7(a)  (2)  and  (3)  | 
respectively. 

Sec.  3.  This  amendment  is  effective  at  the  beginning  of  the  first  pay  period  in 
the  first  contract  period  beginning  more  than  ninety  days  after  its  enactment. 

Senator  Yarborough.  Any  questions,  Senator  Randolph? 

Senator  Randolph.  Only  that  the  cost  of  hospitalization,  as  you 
have  indicated,  has  risen  precipitously.  We  have  been  amazed  and, 
of  course,  we  have  been  sobered  by  the  facts  which  come  to  the  Special 
Committee  on  Aging  of  the  Senate  in  reference  to  the  rising  costs  of 
hospitalization.  I.  may  find  it  advisable,  Mr.  Chairman,  to  place  in 
the  record  some  of  that  information  which  we  have  received. 

Senator  Yarborough.  It  would  be  very  helpful  to  us  on  this  com¬ 
mittee,  Chairman  Randolph,  if  we  have  the  benefit  of  what  you 
learned  on  the  other  committee. 

Are  there  any  questions  by  the  staff? 

Any  questions  by  minority  staff? 

(See  pp.  32-33.) 

Senator  Yarborough.  Mr.  Keating,  I  am  requesting  that  the  staff 
consider  your  recommendation  in  terms  that  S.  761  be  incorporated 
in  the  present  bill  and  both  be  considered  and  carried  along  together. 

I  want  to  ask  the  staff  and  also  the  Civil  Service  Commission  of  the  I 
staff  to  study  the  information,  study  the  recommendation  that  you 
made  in  the  next  to  the  last  paragraph  on  page  2  of  your  statement 
about  the  basis  for  the  minimum  and  maximum  pay  in  recommenda¬ 
tions  that  you  made.  I  ask  that  each  staff  study  that. 

Senator  Randolph,  I  believe  you  were  out  while  Mr.  Harvey  of  the 
health  benefits  program,  Blue  Cross-Blue  Shield,  testified  in  connec¬ 
tion  with  this  increase  in  cost  of  hospitalization  and  medical  care. 
His  estimate  was  that  it  has  gone  up  7  percent  a  year  since  this  program 
was  enacted  in  1960,  a  total  of  21  percent  in  that  3  years.  I  do  not 
mean  the  cost  of  this  program  to  the  Government  but  for  actual  days 
of  hospitalization  over  the  country,  there  has  been  an  average  increase 
of  7  percent  a  year  in  3  years. 

Senator  Randolph.  Thank  you  for  calling  that  to  my  attention. 

Mr.  John  O’Connor  is  the  next  witness. 


THE  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  ACT 


31 


STATEMENT  OF  JOHN  F.  O’CONNOR,  LEGISLATIVE  DIRECTOR, 

UNITED  FEDERATION  OF  POSTAL  CLERKS,  ACCOMPANIED  BY 

JOSEPH  F.  THOMAS,  DIRECTOR  OF  ORGANIZATION 

Mr.  O’Connor.  Mr.  Chairman,  I  am  John  O'Connor,  legislative 
director,  United  Federation  of  Postal  Clerks.  I  would  like,  if  you  will, 
to  insert  my  statement  in  the  record  and  make  a  few  brief  comments. 

Senator  Randolph.  Yes,  your  statement  will  be  included  in  the 
record. 

Mr.  O’Connor.  Mr.  Chairman  and  members  of  the  committee,  for 
the  record,  my  name  is  John  F.  O’Connor  and  I  am  legislative  director 
of  the  United  Federation  of  Postal  Clerks.  I  am  accompanied  today 
by  Mr.  Joseph  F.  Thomas,  former  president  of  the  United  National 
Association  of  Post  Office  Craftsmen  and  now  director  of  organization 
of  the  United  Federation  of  Postal  Clerks. 

We  are  a  merged  organization  composed  of  the  former  National 
Federation  of  Post  Office  Clerks,  United  National  Association 
)  of  Post  Office  Craftsmen  and  the  National  Postal  Transport 
Association.  We  represent  approximately  160,000  post  office  clerks. 
Our  offices  are  located  at  817  14th  Street  NW.,  Washington,  D.C. 

We  endorse  S.  1561,  introduced  by  Senator  Olin  D.  Johnston  and 
feel  that  it  is  an  extremely  worthwhile  bill,  which  corrects  many  tech¬ 
nical  problems  in  connection  with  the  application  of  the  Federal 
Employees  Health  Benefits  Act  of  1959. 

We  wish  to  thank  Senator  Johnston  for  introducing  S.  1571.  We 
also  wish  to  thank  Senator  Randolph  and  members  of  the  subcom¬ 
mittee  for  scheduling  hearings  on  the  bill. 

Under  the  Health  Benefits  Act  we  operate  a  health  benefits  plan  for 
post  office  clerks.  At  the  present  time,  we  have  over  70,000  members 
in  our  plan  and  we  would  like  to  suggest  certain  amendments  to  the 
bill  that  we  believe  the  subcommittee  will  consider  desirable. 

One  is  to  eliminate  the  present  section  7(A)(2)  of  S.  1561  and 
insert  in  lieu  thereof  section  (1)  of  Senator  Carlson’s  of  Kansas,  bill, 
S.  761,  which  would  eliminate  sections  (7)  (A)  (1)  and  (2)  of  the  Federal 
Employees  Benefits  Act  of  1959,  (5  U.S.C.  3006)  and  provides  a  new 
section  7(A)(1)  to  read  as  follows: 

)(1)  The  Government  contribution  for  health  benefits  for  employees  or  annui* 
tants  enrolled  in  health  benefit  plans  under  this  Act,  in  addition  to  the  contribu¬ 
tions  required  by  paragraph  (2)  shall  be  $2  biweekly  for  an  employee  or  annuitant 
enrolled  for  self  alone,  and  $5  biweekly  for  an  employee  or  annuitant  enrolled  for 
self  and  family,  but  not  more  than  one-half  the  biweekly  subscription  charge,  for 
the  enrollment. 

We  feel  this  change  would  bring  the  Federal  Employees  Health 
Benefits  Act  more  nearly  in  line  with  plans  operated  in  private  indus¬ 
try.  We  believe  in  most  instances  the  employer  pays  nearly  all,  if 
not  all,  of  the  premium  costs  and  at  no  time  drops  below  50  percent 
of  the  total  cost. 

Under  the  present  law  and  under  the  amendment  proposed  in 
S.  1561,  it  is  possible  that  some  employees  would  not  get  at  least  50 
percent  of  the  premium  paid  by  his  employer. 
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We  would  also  like  to  suggest  that  section  (8)  (5  U.S.C.  3007)  be 
amended  by  adding  at  the  end  thereof  the  following  new  subsection: 

d(l)  Whenever  the  assets,  liabilities,  and  membership  of  employee  organiza¬ 
tions  sponsoring  or  underwriting  plans  approved  under  section  4(3)  have  been  or 
are  hereafter  merged,  the  assets  (including  contingency  reserves)  and  liabilities 
of  the  plans  sponsored  or  underwritten  by  the  merged  organizations  shall,  at  the 
beginning  of  the  contract  term  next  following  the  date  of  the  merger  or  enactment 
of  this  Act,  be  transferred  to  the  plan  sponsored  or  underwritten  by  the  successor 
organization.  Each  employee  or  annuitant  hereafter  affected  by  a  merger  shall 
also  be  transferred  to  the  plan  sponsored  or  underwritten  by  the  successor  organ¬ 
ization  unless  he  enrolls  in  another  plan  under  this  Act. 

(2)  Except  as  provided  in  clause  (1)  of  this  subsection,  whenever  a  plan  de¬ 
scribed  under  section  4(3)  or  4(4)  is  or  has  been  discontinued  under  this  Act,  the 
contingency  reserve  of  that  plan  shall  be  credited  to  the  contingency  reserves  of 
the  plans  continuing  under  this  Act  for  the  contract  term  following  that  in  which 
termination  occurs,  each  reserve  to  be  credited  in  proportion  to  the  amount  of  the 
premiums  paid  and  accrued  to  the  plan  for  the  year  of  termination. 

We  believe  this  amendment  is  necessary  in  order  to  cover  a  situation 
that  was  not  foreseen  when  the  Federal  Employees  Health  Benefits 
Act  was  first  enacted.  The  situation  we  have  in  mind  results  when 
one  or  more  organizations  that  operate  health  benefit  programs  merge. 

In  May  1961,  there  was  such  a  merger  between  the  National 
Federation  of  Post  Office  Clerks  and  the  United  National  Association 
of  Post  Office  Craftsmen,  and  in  July  of  1 961  there  was  a  further  merger 
which  resulted  in  the  National  Postal  Transport  Association  merging 
with  the  two  previously  merged  organizations,  thereby  forming  what 
is  now  known  as  the  United  Federation  of  Postal  Clerks. 

Both  the  United  National  Association  of  Post  Office  Craftsmen 
(UNAPOC)  and  the  National  Federation  of  Post  Office  Clerks 
operated  large  and  successful  health  benefits  plans.  Prior  to  and 
during  the  period  of  merger,  the  problem  was  discussed  with  the 
Bureau  of  (Retirement  and  Insurance  of  the  Civil  Service  Commission 
and  largely  on  the  advice  of  the  Civil  Service  Commission  it  was 
agreed  that  the  health  plans  of  the  United  National  Association  of 
Post  Office  Craftsmen  and  the  National  Federation  of  Post  Office 
Clerks  would  continue  in  operation  following  merger  and  until  the 
next  open  period  in  October  1961,  at  which  time  those  members 
enrolled  in  the  plan  of  the  United  National  Association  of  Post  Office 
Craftsmen  would  be  enrolled  in  the  plan  operated  by  the  succeeding 
organization. 

More  than  79  percent  of  the  members  of  what  was  the  United 
National  Association  of  Post  Office  Craftsmen  health  plan  subse¬ 
quently  enrolled  in  the  plan  of  the  United  Federation  of  Postal  Clerks. 

Reserves  built  up  by  the  United  National  Association  of  Post  Office 
Craftsmen’s  health  olan  were  accumulated  at  the  expense  of  those 
members  belonging  to  the  UNAPOC  plan,  the  vast  majority  of  whom 
now  belong  to  the  federation  plan. 

However,  due  to  a  technicality,  which  the  amendment  we  propose 
seeks  to  correct,  the  reserve  funds  remain  in  a  never-never  land  and 
probably  will  remain  there  indefinitely.  We  believe  that  this  sub¬ 
committee  should  consult  with  the  Director  and  the  responsible  officials 
of  the  Bureau  of  Retirement  and  Insurance  with  respect  to  this  amend¬ 
ment  and  would  hope  that  as  a  result  of  such  consultation  the  proposed 
amendment  will  be  incorporated  in  the  bill  ultimately  reported. 

We  appreciate  the  opportunity  of  appearing  before  the  committee 
and  wre  are  looking  forward  to  an  early  report  on  S.  1561. 
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Senator  Randolph.  Mr.  O’Connor,  will  you  please  comment  on  the 
important  sections. 

Mr.  O’Connor.  Mr.  Chairman,  at  the  outset  I  wish  to  thank  you 
and  the  members  of  the  committee  for  the  hearing.  I  also  desire  to 
thank  Senator  Johnston  for  introducing  the  bill.  We  endorse  the  bill. 

We  believe  it  will  provide  the  means  of  correcting  many  technical 
problems.  We  have  one  or  two  suggested  amendments,  one  of  which 
Mr.  Keating  just  read  to  the  committee,  a  change  in  section  (a)(2). 

We  have  another  amendment  in  connection  with  contingency  fund 
or  reserves  which  we  would  like  to  comment  on  also.  I  am  going  to 
ask  Air.  Joseph  H.  Thomas,  who  is  accompanying  me  here  today, 
and  who  is  the  former  president  of  the  Association  of  Post  Office 
Craftsmen,  to  read  that  portion  of  my  statement  concerning  this 
particular  amendment  because  he  is  quite  familiar  with  the  background 
concerning  it. 

Now  we  had  a  considerable  number  of  conferences,  or  at  least  Mr. 
Thomas  and  Mr.  Hallbeck,  our  national  president,  have  had  a  num¬ 
ber  of  conferences  with  the  Civil  Service  Commission,  concerning  a 
problem  which  came  about  through  the  merging  of  our  organization, 
the  former  National  Federation  of  Post  Office  Clerks,  the  United 
National  Association  of  Post  Office  Craftsmen,  and  the  National 
Postal  Transport  Association. 

Two  of  the  organizations  had  operated  health  benefit  plans,  but  at 
the  time  that  the  merger  took  place  there  was  a  considerable  number 
of  months  left  which  the  membership  of  both  old  organizations  still 
had  available  to  them  membership  in  their  old  health  plans,  so  as  a 
result  of  the  consultation  the  two  organizations  continued  their  health 
plans  though  there  actually  was  but  one  organization. 

I  am  going  to  ask  Mr.  Thomas  to  read  that  particular  section  of  my 
testimony  concerning  our  proposal. 

Senator  Randolph.  Before  he  does  that,  how  many  persons  were 
involved  in  this  changeover? 

Mr.  O’Connor.  At  that  time,  about  30,000.  At  the  present  time, 
our  health  plan  has  about  70,000  members. 

Senator  Randolph.  Thank  you,  sir. 

Mr.  Thomas,  we  would  be  glad  to  have  you  clarify  or  tell  us. 

Mr.  Thomas.  WTith  your  permission,  I  would  like  to  give  you  back¬ 
ground.  First  of  all,  we  are  suggesting  simply  that  the  amendment 
would  state: 

Whenever  the  assets,  liabilities,  and  membership  of  employee  organizations 
sponsoring  or  underwriting  plans  approved  under  section  4(3)  have  been  or  are 
hereafter  merged,  the  assets  (including  contingency  reserves)  and  liabilities  of  the 
plans  sponsored  or  underwritten  by  the  merged  organizations  shall,  at  the  begin¬ 
ning  of  the  contract  term  next  following  the  date  of  the  merger  or  enactment  of  this 
Act,  be  transferred  to  the  plan  sponsored  or  underwritten  by  the  successor 
organization. 

Now,  the  background  of  this  is  that  at  the  time  of  the  merger  of 
the  two  organizations  in  May  of  1961,  each  of  them  operated  a  plan 
separate.  The  members  went  together  but  after  consultation  with 
the  Civil  Service  Commission  it  was  decided  that  we  would  not  merge 
the  plans. 

If  we  had  merged  the  plans,  it  is  obvious  that  the  assets  of  the  two 
plans  would  have  gone  together  but  we  didn’t  merge  the  plans,  we 
didn’t  foresee  what  was  going  to  happen  in  the  future.  We  didn’t 
merge  the  plans,  we  let  the  smaller  of  the  two  plans  run  out.  As  there 
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was  going  to  be  an  open  enrollment  period  in  October,  just  a  matter  of 
months,  those  members  who  were  in  the  smaller  of  the  plans  were 
advised  that  they  would  now  have  an  opportunity  to  go  into  the  plan 
operated  by  the  merged  organization,  the  United  Federation  of  Postal 
Clerks. 

As  a  result,  the  Civil  Service  Commission  tells  us  that  79  percent  of 
those  members  who  were  in  the  smaller  of  the  two  plans  decided  that 
they  would  go  into  the  larger  one,  and  as  a  result  of  course,  they 
moved  from  the  lower  plan  into  the  bigger  one. 

Now  when  the  final  accounting  of  the  smaller  plan,  the  discontinued 
plan,  was  made,  it  was  determined  that  a  considerable  surplus  existed. 
Under  the  Civil  Service  Commission’s  own  regulations,  that  surplus 
was  taken  and  put  into  a  contingency  reserve  which  is  now  being  sug¬ 
gested  by  this  bill  will  be  distributed  among  all  organizations  or  all 
health  pians. 

As  we  see  it,  this  contingency,  which  is  in  rough  figures  in  the 
neighborhood  of  $180,000  or  $190,000,  will  be  distributed  not  to  those 
who  actually  created  it  but  it  will  be  distributed  to  the  employees  who 
are  in  the  Blue  Cross,  the  Blue  Shield,  the  Aetna  and  all  of  the  other 
plans,  many  of  them  who  have  no  connection  whatsoever  with  our 
group. 

So  we  are  suggesting,  of  course,  that  the  contingency  reserve  which 
has  been  created  bv  our  members  be  allowed  to  follow  them,  and  we 
suggest  that  in  the  event  of  further  mergers  the  same  course  be 
followed. 

In  other  words,  we  are  saying  that  if  we  were  to  merge  with  another 
independent  clerks  organization  and  there  is  a  surplus  in  their  plan 
or  a  liability,  that  the  assets  or  liabilities  simply  follow  the  members. 

We  feel  as  though  this  is  a  reasonable  request.  I  feel  that  if  the 
Civil  Service  Commission  is  called  back  and  asked  about  this,  they 
may  be  in  agreement  with  us. 

Senator  Randolph.  Mr.  Thomas,  it  is  not  clear  to  me  as  to  what 
happened  to  the  small  plan.  Was  it  entirely  eliminated? 

Mr.  Thomas.  We  agreed  with  the  Civil  Service  Commission  that 
inasmuch  as  we  had  a  larger  plan  we  would  simply  let  the  people  in 
the  smaller  plan  continue  their  coverage  until  the  new  enrollment 
period  which  was  in  October  of  1961.  In  other  words,  we  simply  let 
the  plan  go  out  of  existence  and  then  the  members  who  were  in  it,  79 
percent  of  them,  moved  into  the  new  plan. 

Now  there  was  still  the  question  of  the  reserves  in  the  old  plan 
and  at  the  present  time  they  are  in  a  contingency  fund  which  is 
credited  to  the  old  organization  which  is  no  longer  in  existence. 
According  to  the  provisions  of  the  bill,  this  reserve  will  be  scattered 
everywhere  and  the  members  who  built  the  reserve  up  will  not  actually 
share  in  it  proportionately. 

Senator  Randolph.  Senator  Yarborough,  do  you  wish  to  question 
either  of  the  two  gentlemen? 

Senator  Yarborough.  I  agree  with  the  recommendation  made. 
Since  Mr.  Ruddock  is  still  here  in  the  room,  I  would  like  to  ask  him 
whether  the  Commission  has  given  consideration  to  this  recommen¬ 
dation,  had  an  opportunity  up  to  this  time? 

Mr.  Ruddock.  Senator  Yarborough,  the  legislation  we  sent  up  was 
contemplating  a  normal  situation  rather  than  a  merger  of  two  em¬ 
ployee  organizations.  I  belive  Mr.  Thomas  would  agree  with  me 
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that  if  at  the  time  the  merger  of  the  two  organizations  occurred,  that 
if  either  he  or  we  had  realized  there  were  going  to  be  substantial  assets 
left  in  this  contingency  reserve,  we  would  have  proceeded  on  the  basis 
of  a  legal  merger  of  the  two  health  benefit  plans. 

We  were  both  under  the  impression  at  the  time  that  the  assets  were 
going  to  be  almost  entirely  depleted  and  that  it  would  end  up  with 
approximately  a  zero  balance  and  by  far  the  easiest  thing  was  just  to 
let  the  plan  go  out  of  existence. 

Our  Commission  auditors  in  auditing  the  accounts  of  the  under¬ 
writer  of  this  particular  plan  came  across  some  charges  to  the  contract 
which  should  not  have  been  charged  to  the  contract,  so  we  end  up 
with  assets  somewhere  between  $160,000  and  $180,000. 

I  think  Mr.  Thomas’  proposal  is  entirely  fair.  I  think  there  is  no 
way  that  we  administratively  can  go  back  and  rewrite  history  and 
say  this  was  a  merger  of  the  two  plans  when  in  fact  neither  the  orga¬ 
nization  nor  the  Commission  treated  it  as  a  merger  nor  handled  the 
accounting  in  that  fashion  at  the  time. 

)  I  think  his  proposal  is  eminently  fair. 

Senator  Yarborough.  Thank  you,  Mr.  Ruddock.  I  want  to  ask 
Mr.  Ruddock,  if  this  is  agreeable  with  the  chairman,  that  the  staff  of 
this  committee  and  the  Civil  Service  Commission  use  your  staff,  get 
together  and  write  provisions  that  will  permit  that  to  be  done  so  that 
this  money  will  go  back  to  the  people  who  accumulated  it  rather  than 
being  spread. 

For  example,  I  am  a  subscriber  under  one  ot  the  two  uniform  plans, 
a  larger  one,  open  to  individuals.  I  do  not  think  it  fair  that  we  partic¬ 
ipate  in  this  fund  that  is  built  up  by  other  people  out  of  their  contri¬ 
butions.  1  think  these  funds  ought  to  go  to  the  groups  that  build 
them  up  and  contributed. 

Senator  Randolph.  Senator  Yarborough,  I  share  your  thinking  in 
connection  with  that  matter.  I  am  sure  there  can  be  a  proper  drafting 
of  the  language  to  cover  the  suggestion  which  you  have  set  forth. 

That  is  all,  unless  Mr.  Paschal  has  a  further  inquiry. 

Mr.  Paschal.  No. 

Mr.  O’Connor.  Thank  you,  Mr.  Chairman. 

Senator  Randolph.  Senator  Yarborough? 

Senator  Yarborough.  I  just  want  to  say  that  one  unit  of  your 
)  Federation  had  a  successful  meeting  in  my  State  on  Corpus  Chris ti 
Bay  last  weekend  and  you  were  ably  represented  there  last  Friday  by 
Mr.  Dunn  of  your  organization. 

Mr.  O’Connor.  That  is  right.  I  talked  to  Mr.  Dunn  this  morning 
and  he  told  me  that  you  ably  represented  the  U.S.  Senate  there  also. 

Senator  Yarborough.  Thank  you  very  much. 

Senator  Randolph.  I  assume  from  what  the  Senator  said  that  he 
must  have  been  there. 

Mr.  O’Connor.  He  was  there.  . 

Senator  Randolph.  I  join  you  in  saying  he  was  effective  m  his 
presentation.  I  am  confident  of  that. 

Senator  Yarborough.  Thank  you. 

Mr.  O’Connor.  In  connection  with  this  amendment  may  I  say 
that  we  appreciate  the  remarks  of  the  chairman  that  a  consultation 
be  made  with  the  Civil  Service  Commission.  We  feel  that  they  will 
do  the  right  thing  and  above  all  probably  go  along  with  this  proposal 
because  there  will  be  mergers  in  the  future  and  we  should  take  some 
action  at  this  time. 
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Thank  you  very  much. 

Senator  Randolph.  Thank  you. 

Next  is  John  McCart. 

Mr.  McCart,  we  are  very  happy  to  have  you  appear  and  your  state¬ 
ment  will  be  made  a  part  of  the  record  with  the  committee.  We 
would  be  very  happy  to  have  you  comment  as  you  desire  on  pertinent 
points  which  you  set  forth. 

STATEMENT  OF  JOHN  McCART,  OPERATIONS  DIRECTOR, 
GOVERNMENT  EMPLOYEES  COUNCIL,  AFL-CIO 

Mr.  McCart.  Thank  you,  Mr.  Chairman.  I  am  John  M.  McCart, 
operations  director  of  the  Government  Employees  Council,  AFL-CIO. 
Our  council  consists  of  25  unions  representing  Federal  postal,  classified, 
and  wage  board  employees. 

We  want  to  express  our  appreciation  to  you,  Mr.  Chairman,  and 
to  the  author  of  S.  1561,  the  distinguished  chairman  of  the  full  com¬ 
mittee,  and  to  endorse  the  legislation  pending  before  the  subcommittee  | 
at  the  present  time. 

We  would  like  to  extend  our  commendation  also  to  the  Civil  Service 
Commission,  Mr.  Chairman,  for  the  fine  job  they  have  done  in  admin¬ 
istering  this  act. 

Senator  Yarborough  will  recall  particularly  that  at  the  time  the 
legislation  was  pending  before  the  Congress  in  1959  there  was  some 
caution  that  because  of  the  scope  of  this  pioneering  effort,  as  you  are 
well  aware,  this  is  the  largest  plan  of  its  kind  in  the  Nation,  if  not  in 
the  world. 

At  that  time  such  caution  was  well  founded.  However,  years  have 
passed  and  experience  has  shown  the  necessity  for  amending  the  act, 
particularly  in  the  field  of  technical  administration. 

For  these  reasons,  Mr.  Chairman,  we  endorse  the  proposals  embodied 
in  this  S.  1561. 

I  would  like  to  suggest,  however,  that  the  committee  give  consider¬ 
ation  to  S.  761  introduced  by  the  distinguished  ranking  minority  mem¬ 
ber  of  the  committee  which  would  have  the  effect  of  increasing  the 
Federal  Government’s  contribution  to  the  health  benefits  program 
50  percent. 

Now  at  the  time  this  legislation  was  under  consideration  originally,  ( 
there  was  considerable  discussion  about  the  employees  and  the 
employers  sharing  the  cost  of  the  program  equally. 

I  alluded  a  moment  ago  to  the  note  of  caution  that  was  found  in  the 
discussion  at  that  time.  As  a  matter  of  fact,  I  recall  Senator  Neuberger 
making  a  statement  on  the  Senate  floor  that  the  sponsors  of  the 
legislation  felt  certain  it  would  be  necessary  to  amend  it  in  the  future 
but  I  think  that  the  question  of  the  contribution  was  one  of  the 
cautionary  features  of  the  legislation  at  the  time. 

Now  there  has  been  testimony  this  morning,  Mr.  Chairman, 
indicating  that  the  Government  now  contributes  an  average  of  38 
percent  to  the  health  benefits  program  and,  of  course,  the  employees 
must  assume  the  larger  burden  of  an  average  of  62  percent. 

S.  761  would  correct  this  imbalance  by  enabling  the  Government 
to  contribute  approximately  50  percent  to  the  cost  of  the  health 
benefits  program  in  most  of  the  cases.  The  Civil  Service  Commission’s 
report  for  the  year  ending  June  30,  1962,  in  the  operations  of  the  health 
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benefits  program,  shows  that  some  5.9  million  individuals  covered 
under  the  plan,  and  of  this  total  approximately  4.8  million  were 
covered  by  the  high  option  and  the  remaining  1.74  million  were 
covered  by  the  low  option. 

As  a  result,  Mr.  Chairman,  of  the  formulas  for  contributions  in  the 
bill  and  the  dollar  amount  for  contributions  under  the  law,  there  are 
more  than  75  percent  of  the  individuals  covered  who  do  not  have  a 
50-percent  contribution  to  their  plan  by  the  Federal  Government. 

As  a  matter  of  fact,  it  has  been  testified  earlier  this  morning  that 
that  percentage  is  in  excess  of  80  percent.  So  we  have  by  far  the 
majority  of  the  employees  whose  health  benefit  coverage  the  Govern¬ 
ment  does  not  make  a  percent  contribution. 

The  other  feature  of  S.  761,  Mr.  Chairman,  is  to  eliminate  the 
inequity  that  exists  for  the  wives  of  nondependent  husbands.  The 
law  now  states  that  the  contribution  of  the  Government  in  these 
cases  will  be  70  percent  or  a  dollar  formula,  so  the  same  kind  of 
inequity  that  exists  for  the  employees  generally  with  respect  to  the 
Government’s  contribution  exists  here  to  a  greater  extent  and  S.  761 
would  correct  this  inequity. 

There  is  little  need,  Air.  Chairman,  for  me  to  point  out  to  the 
committee  that  the  number  of  working  wives  in  our  population  has 
grown  tremendously.  From  1950  to  1962,  that  number  increased  by 
more  than  5  million.  In  addition,  as  you  are  very  well  aware,  a 
serious  effort  is  being  made  these  days  to  remove  any  inequality 
between  male  and  female  workers. 

For  these  reasons,  Mr.  Chairman,  we  heartily  endorse  S.  761  and 
urge  its  favorable  consideration  by  the  subcommittee. 

I  appreciate  very  much  the  opportunity  of  appearing  before  you 
and  your  patience  in  accepting  our  testimony. 

Thank  you. 

Senator  Yarborough.  Thank  you,  Mr.  McCart.  While  you  have 
condensed  your  statement  here,  1  have  read  every  line  of  your  state¬ 
ment  while  you  were  here.  I  note  that  the  first  five  proposals  in  this 
proposed  act  you  wholeheartedly  endorse — that  is,  S.  1561. 

I  want  to  request  that  the  Civil  Service  Commission  and  the  staff 
of  this  committee  study  your  proposed  amendments  to  the  act. 

I  also  want  to  join  the  chairman  of  this  subcommittee  in  commend- 
ing  the  Civil  Service  Commission  for  the  efficiency  with  which  it  has 
administered  the  act.  My  comments  about  the  imbalance  of  the 
payment  was  not  a  criticism  of  the  Commission,  it  [just  arose  under 
the  operation  of  the  law. 

I  think  that  ought  to  be  corrected  in  connection  with  the  question 
I  asked  earlier  about  the  plans  under  the  private  corporations. 

I  want  to  note  here  a  portion  of  Mr.  Keating’s  statement  where  he 
stated  that  the  study  was  made  of  the  316  State,  county  and  municipal 
programs  and  that  'in  121  of  these  the  employer  paid  100  percent  of 
the  cost  the  health  benefits  program;  137  of  that  316  government  units 
paid  50  to  88  percent  of  the  cost  of  the  health  programs  and  that  of 
these  316  State,  county,  and  municipal  programs  that  in  only  14  did 
the  governmental  agency  pay  less  than  50  percent  of  the  cost  for  the 
health  program . 

I  do  not.  think  that  the  Federal  Government  should  lag  so  far  behind 
States  and  cities  and  counties  in  the  health  protection  it  gives  to  its 
employees. 
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I  recommend  that  this  staff  and  the  Civil  Service  Commission  ur¬ 
gently  study  this  question  with  the  idea  of  correcting  that  imbalance, 
bringing  this  up  even  to  the  full  50  percent.  We  would  be  lagging 
behind  that  particular  316  State,  county  and  municipal  health  bene¬ 
fits  programs  in  the  country. 

Thank  you. 

Senator  Randolph.  Thank  you,  Senator. 

Thank  you,  Mr.  McCart,  very  much.  Your  statement  will  apnear 
in  full  in  the  record. 

Mr.  McCart.  Thank  you. 

(Mr.  McCart’s  statement  is  as  follows:) 

Statement  of  John  McCart,  Operations  Director,  Government  Employees 

Council,  AFL-CIO 

Mr.  Chairman,  the  Government  Employees’  Council  consists  of  25  unions  with 
membership  among  Federal  wage  board,  classified,  and  postal  employees.  As  a 
coordinating  organization  it  represents  a  significant  cross  section  of  Federal  worker 
opinion.  The  purpose  of  our  testimony  is  to  endorse  S.  1561.  which  provides  cer¬ 
tain  technical  amendments  to  the  Federal  Employees  Health  Benefits  Act  of  1959. 

At  the  outset  we  desire  to  convey  our  appreciation  to  you  and  your  colleagues 
on  the  subcommittee  for  arranging  this  hearing  and  to  the  author  of  S.  1561, 
Senator  Olin  D.  Johnston,  chairman  of  the  full  committee. 

Enactment  of  laws  is  a  dynamic  process.  Experience  gained  in  the  administra¬ 
tion  of  most  important  statutes  reveals  the  need  for  perfecting  amendments  as 
time  progresses.  This  is  the  case  with  the  bill  under  consideration  today. 

At  the  time  the  Health  Benefits  Act  was  approved,  it  was  recognized  that 
future  changes  would  be  required.  When  originally  enacted  in  1959,  the  statute 
represented  a  giant  step  forward  in  supplying  Federal  workers  and  their  families 
with  protection  against  the  hazards  of  medical,  surgical  and  hospital  expenses . 
That  is  still  the  case. 

In  terms  of  individuals  covered,  the  health  benefits  law  has  the  greatest  scope 
of  any  plan  in  the  Nation.  Through  the  system  of  employer-employee  contribu¬ 
tions,  it  has  brought  incalculable  assistance  to  the  families  of  Federal  Government 
employees. 

Now  that  4  years’  experience  has  been  acquired  in  administering  the  program, 
the  need  for  constructive  amendments  is  clear.  These  represent  circumstances 
which  could  not  be  foreseen  when  the  law  was  enacted,  or  situations  which  could 
not  be  covered  in  1959  because  of  the  overriding  importance  of  enacting  a  basic- 
program  to  aid  Federal  employees  at  that  time. 

The  proposals  embodied  in  S.  1561  are  the  result  of  this  experience. 

1.  Coverage  would  be  extended  to  include  foster  children  as  eligible  for  family 
enrollment  when  they  live  with  adults  in  a  parent-child  relationship. 

2.  Employees  sustaining  on-the-job  injuries  who  are  enrolled  in  the  health  pro¬ 
gram  would  be  able  to  continue  their  health  benefits,  even  though  they  receive 
payments  under  the  Federal  Employees’  Compensation  Act. 

3.  Where  an  individual  covered  by  a  health  plan  is  suspended  or  removed  and 
later  restored  to  his  job,  he  would  have  the  option  of  resuming  his  former  coverage 
retroactively  or  securing  benefits  as  a  new  employee. 

4.  It  will  permit  all  individuals  enrolling  in  the  system  by  December  31,  1963, 
to  be  considered  as  having  enrolled  at  the  first  opportunity  in  order  to  preserve 
their  health-benefit  rights  during  retirement. 

5.  The  Civil  Service  Commission  would  be  allowed  to  conclude  the  contract  of 
a  carrier  which  has  less  than  300  employees  and  retired  employees  on  its  records 
during  the  two  previous  contract  periods. 

In  our  opinion,  these  revisions  of  the  Health  Benefits  Act  are  fully  justified  for 
the  following  reasons: 

1.  Foster  children  are  not  now  eligible  for  health  benefits,  even  though  adopted 
children  are  covered.  In  many  instances  parents  maintain  foster  children  in  a 
normal  parent-child  relationship  with  the  understanding  that  adoption  will 
follow. 

Preceding  adoption,  however,  the  child’s  health  needs  must  be  cared  for  without 
the  advantages  of  the  health  program.  In  the  spirit  of  complete  charity  some 
adults  raise  the  children  of  close  relatives.  In  some  States  the  foster  parents  may 
not  legally  adopt  such  children. 
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2.  Existing  law  requires  an  individual  to  lose  health  benefits  coverage  if  he 
receives  compensation  payments  for  a  work  injury  which  occurred  before  the 
health  benefits  statute  was  approved.  Upon  recovery  from  the  injury  and  return 
to  work,  his  original  health  coverage  is  restored.  In  some  instances,  individuals 
suffer  recurrences  of  physical  disabilities  attributable  to  the  on-the-job  accidents, 
and  the  process  is  repeated. 

The  effect  of  the  amendment  is  to  permit  the  worker  and  his  family  to  retain 
health  benefits  coverage  for  off-the-job  illnesses,  regardless  of  payments  received 
under  the  Federal  Employees’  Compensation  Act  for  injuries  incurred  prior  to 
1959.  The  individual  worker  injured  after  the  Health  Benefits  Act  became  law 
is  not  confronted  with  this  problem — his  health  insurance  coverage  remains 
unchanged. 

3.  Under  the  present  statute  an  employee  who  is  restored  to  his  job  following 
unjustified  suspension  or  separation  must  accept  health  benefits  coverage  retro¬ 
actively.  The  individual’s  option  of  resuming  his  previous  benefits  or  enrolling 
as  a  new  employee,  could  be  beneficial  to  the  employee  in  balancing  premiums 
against  claims  and  to  the  Government  in  eliminating  unnecessary  paper  trans¬ 
actions. 

4.  The  original  Health  Benefits  Act  required  employees  to  enroll  within  a  stipu¬ 
lated  period  to  be  eligible  for  benefits.  In  some  instances  individuals  failed  to 
meet  the  July  1960,  time  requirement.  Present  law  requires  also  that  an  em- 

i  ployee  have  5  years  of  coverage  before  retirement  in  order  to  continue  his  benefits 
'during  retirement.  With  approval  of  the  amendment  these  relatively  few  cases 
could  be  resolved  equitably. 

5.  Since  the  administrative  cost  of  continuing  health  benefits  plans  with  a  very 
small  membership  may  outweigh  the  advantage  of  maintaining  the  plan,  we  have 
no  objection  to  the  proposal.  While  there  has  been  discussion  that  this  provision, 
if  approved,  would  apply  only  to  plans  with  fewer  than  300  subscribers,  section  9 
of  the  bill  refers  to  no  specific  figure. 

In  our  opinion,  section  6  of  this  bill  removes  from  employees  a  completely  valid 
safeguard.  The  present  statute  requires  that  an  employee  whose  coverage  is 
terminated  be  given  an  opportunity  to  convert  to  a  nongroup  plan. 

It  states  further  that  the  individual  shall  pay  the  charges  for  the  nongroup 
benefits  “on  such  terms  or  conditions  as  are  prescribed  by  the  carrier  and  approved 
by  the  Commission.” 

The  effect  of  section  6  is  to  eliminate  Commission  approval  of  any  rates  charged 
individuals  who  transfer  from  group  to  nongroup  coverage  under  these  conditions. 
It  is  our  contention  that  this  protection  of  employees  should  not  be  discontinued. 

Even  though  an  individual  leaves  Federal  employment,  he  should  be  assured 
that  his  health  insurance  rates  are  safeguarded.  The  available  nongroup  coverage 
flows  from  his  Federal  employment.  If  he  acquires  a  plan  from  a  new  carrier 
following  the  termination  of  his  enrollment  in  the  Federal  Government  program, 
Civil  Service  Commission  approval  of  that  rate  should  not  be  expected. 

In  addition  to  the  significance  of  this  matter  to  the  employee  subscriber,  there 
is  its  importance  to  young  men  and  women  who  lose  group  coverage  at  age  19. 
In  either  case,  the  child  may  still  be  fully  dependent  upon  the  parent.  Certainly 
\jt  is  in  the  interest  of  the  Federal  employee  and  the  Government  to  ascertain  that 
mongroup  rates  applicable  to  these  cases  do  not  become  exhorbitant. 

Section  8  of  S.  1561  proposes  clarification  of  the  language  in  the  present  law 
relative  to  contributions  made  to  the  program  by  the  Government  and  the  em¬ 
ployees  or  annuitants.  To  that  extent,  the  change  is  desirable. 

However,  section  8  fails  to  solve  two  other  basic  problems  which  have  existed 
since  the  enactment  of  the  health  program. 

At  the  time  the  legislation  was  under  consideration,  our  council  advocated  that 
the  Government  and  the  employees  share  equally  the  premium  cost  of  the  plan. 
The  discussion  at  that  time  indicated  acceptance  of  this  general  principle.  But 
the  language  finally  incorporated  in  the  statute  applied  the  equal  contribution 
principle  to  only  some  of  the  low-option  health  insurance  plans  available  to 
employees. 

Recalling  the  caution  necessary  in  inaugurating  a  project  of  this  scope,  the 
restricted  application  of  the  equal  contribution  concept  was  understandable  at 
that  time. 

However,  the  practical  effect  is  that  the  Federal  Government’s  share  of  the 
premium  cost  averages  38  percent  for  all  covered  subscribers — significantly  less 
than  one-half  the  total  charge. 
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The  Civil  Service  Commission’s  health  benefits  report  for  the  fiscal  year  ending 
June  30,  1962,  states  that  5,853,060  individuals  are  covered  by  various  plans 
under  the  program. 

Of  this  total,  4,778,935  persons  are  entitled  to  preferred  benefits  under  the 
high  option.  The  remaining  1,074,125  are  included  in  the  low-option  plans. 
Because  of  the  dollar  and  percentage  contribution  formulas  described  in  the  present 
statute,  the  Federal  Government’s  contribution  fails  to  match  that  of  the  employee 
in  all  of  the  high-option  plans,  and  a  significant  number  covered  by  the  low-option 
feature. 

Thus,  for  more  than  75  percent  of  the  covered  individuals,  the  Federal  Govern¬ 
ment’s  contribution  is  less  than  one-half  the  total  cost,  and  the  employee  must 
assume  more  than  one-half  the  premium. 

The  second  problem  affects  numerous  women  employed  by  the  Federal  Gov¬ 
ernment.  Under  the  present  health  benefits  statute  female  employees  and 
annuitants  with  nondependent  husbands  are  entitled  to  have  the  Federal  Gov¬ 
ernment  assume  only  30  percent  of  the  total  cost  of  their  health  insurance.  But 
the  combination  of  dollar  and  percentage  contributions  described  in  the  law 
results  in  the  Government’s  defraying  even  less  than  30  percent  in  most  cases. 

Consequently,  the  married  woman  with  a  nondependent  husband  must  pay 
much  more  than  one-half  the  total  premium  cost.  The  net  effect  is  a  serious 
inequity  to  these  female  employees  because  of  their  marital  status. 

Working  wives  are  no  longer  a  pehnomenon  in  our  society.  From  March  1950  d 
to  March  1962  the  number  of  wives  in  the  labor  force  increased  by  almost  5  million.  ™ 
Their  participation  in  employment  has  become  an  accepted  pattern. 

Moreover,  singling  out  this  group  of  Federal  Government  workers  for  lower 
benefits  than  their  coworkers  constitutes  a  serious  inequity  at  a  time  when  strenu¬ 
ous  efforts  are  being  exerted  to  provide  equal  consideration  for  female  employees 
in  many  phases  of  employment. 

As  a  solution  for  these  two  problems,  we  urge  the  committee  to  give  favorable- 
consideration  to  S.  761,  sponsored  by  Senator  Frank  Carlson,  a  distinguished 
member  of  the  committee. 

The  measure  will  alleviate  greatly  the  present  imbalance  between  the  contribu¬ 
tions  made  by  the  Government  and  its  employees  to  health  benefits  coverage  and 
will  eliminate  entirely  the  particular  injustice  now  experienced  by  female  employees 
of  nondependent  spouses. 

We  urge  that  the  committee  take  favorable  action  at  an  early  date  on  S.  1561 
with  the  amendments  we  have  proposed. 

Our  deepest  appreciation  is  extended  to  you  and  your  colleagues  for  your  interest 
in  the  views  of  our  organization  on  the  pending  legislation. 

Senator  Randolph.  Earlier  today  in  our  hearings  we  called  for  Mr. 
Lawrence  N.  Cathles  and  he  did  not  answer.  He  had  been  scheduled 
as  a  witness.  We  will  keep  the  record  of  the  hearing  open  for  10  days 
and  we  can  receive  further  information  and  statements  that  might  be 
desirable  as  a  part  of  the  record. 

We  wish  to  thank  those  persons  who  appeared.  We  l'ecognize  that^ 
their  help  will  be  beneficial  to  the  subcommittee.  ™ 

(Whereupon,  at  12:05  p.m.,  the  subcommittee  adjourned.) 


APPENDIX 


(The  following  statements  were  presented  for  inclusion  in  the 
record:) 

Statement  of  Charles  E.  Puskar,  Executive  Secretary-Treasurer, 
National  Association  of  Postmasters  of  the  United  States 

Mr.  Chairman,  my  name  is  Charles  E.  Puskar,  postmaster  at  Imperial,  Pa., 
and  I  am  executive  secretary-treasurer  of  the  National  Association  of  Postmasters 
of  the  United  States  and  national  chairman  of  our  legislative  committee. 

Our  association,  Mr.  Chairman,  is  the  only  one  composed  entirely  of  post¬ 
masters,  has  a  membership  of  97  percent  of  the  35,000  active  postmasters  of  the 
Nation  and  we  have  approximately  1,300  associate  members — former  postmasters 
now  retired  from  service. 

We  are  most  interested  in  any  legislation  having  to  do  with  the  Federal  Em¬ 
ployees  Health  Benefits  Act  of  1959. 

We  take  pride  in  that  our  association  first  instituted  the  nationwide  operation 
of  the  Blue  Cross-Blue  Shield  health  plans  under  a  uniform  premium  cost.  This 
accomplishment,  of  course,  simplified  the  application  of  these  plans  to  all  post¬ 
masters  and  postal  employees  of  the  Nation. 

S.  1561;  introduced  by  our  distinguished  chairman,  Senator  Olin  Johnston  on 
May  17,  by  request,  is  intended  to  correct  certain  technical  features  of  the  Health 
Benefits  Act  of  1959.  Chairman  Macy,  of  the  Civil  Service  Commission,  testified 
today  in  explanation  of  these  changes. 

We  support  these  proposed  amendments,  but  we  feel  that  in  amending  the  act 
of  1959,  by  all  means,  a  more  equitable  contribution  by  the  Government  to 
premium  costs  should  be  provided.  At  present,  the  contribution  is  approximately 
38  percent  of  the  cost  to  Federal  employees. 

Statistical  information  discloses  that  many  companies  in  private  industry  pay 
100  percent  of  the  cost  for  health  benefits  and  even  many  States,  counties,  and 
municipalities  pay  the  entire  premium  costs. 

The  Federal  Government  surely  should  not  lag  behind  in  these  necessary  and 
desirable  benefits  to  employees. 

On  February  11,  Senator  Carlson  introduced  S.  761,  providing  a  50-percent 
contribution  by  the  Government  to  cost  of  the  health  plans. 

We  are  sure  that  Congress  intended  this  percentage  of  contribution  when  the 

slation  was  enacted  into  law  in  1959. 


'  We  strongly  recommend  to  you  that  the  proposal  of  Senator  Carlson  be  care¬ 
fully  considered  in  the  anticipated  amendments  to  the  present  law. 

Thanks,  Mr.  Chairman  and  members  of  the  committee,  for  the  opportunity  of 
submitting  this  statement. 


Statement  of  John  G.  Brady,  Legislative  Chairman,  National  Association 
of  Internal  Revenue  Employees 

Mr.  Chairman  and  members  of  the  subcommittee,  it  is  a  pleasure  to  present 
this  statement  in  favor  of  S.  1561  introduced  by  Senator  Olin  Johnston.  The 
purpose  of  this  bill  to  remove  certain  inequities  in  its  application  which  have  become 
apparent  since  the  inception  of  the  health  benefits  program  in  July  1960. 

(1)  The  purpose  of  this  act  was  to  establish  a  worldwide  program  to  help  pro¬ 
tect  Government  employees  and  their  families  against  the  cost  of  illness  or  acci¬ 
dent  for  both  the  employed  and  the  retired. 

To  assist  in  establishing  or  setting  up  this  voluntary  health  benefit  program 
certain  designated  employees  in  each  State  or  district  were  instructed  on  the  vari¬ 
ous  phases  of  this  program.  These  people  were  supposed  to  have  explained  this 
program  in  detail  to  the  other  employees. 
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Since  a  considerable  number  of  employees,  because  of  the  nature  of  their  work, 
were  not  privileged  to  attend  all  of  these  insurance  meetings,  they  therefore  missed 
much  of  this  detailed  information. 

This  is  a  voluntary  program,  and  many  employees  did  not  know  the  details  of 
the  program  especially  the  provisions  of  paragraph  7  on  page  14  of  U.S.  Civil 
Service  Commission  Brochure  BR-1  41-117,  November  1961,  “After  Retirement.” 

I  quote  a  portion  thereof,  “and  you  were  enrolled  in  a  plan  under  the  health  benefit 
program  from  the  date  of  your  first  opportunity  or  for  the  5  years  of  service  imme¬ 
diately  preceding  your  retirement,  whichever  period  is  shorter.” 

Since  these  facts  were  not  known  to  many  employees,  who  did  not  choose  to 
enroll  the  first  opportunity  and  did  choose  to  enroll  the  first  open  season  October 
1  through  October  16,  1961,  and  who  plan  to  retire  before  they  have  been  enrolled 
5  years,  these  employees  will  lose  their  coverage  because  of  the  provision  of  the 
above -quoted  paragraph.  Since  the  Federal  employees  health  benefit  program 
was  enacted  to  cover  and  protect  all  Government  employees,  active  and  retired, 
the  provisions  of  paragraph  7  are  discriminating  against  a  number  of  employees, 
which  defeats  the  purpose  of  the  act. 

It  is  requested  that  the  Congress  be  petitioned  to  amend  the  Federal  Employees 
Health  Benefit  Act  of  1959  by  deleting  or  canceling  the  provision  of  paragraph  7 
of  page  14  of  brochure  by  U.S.  Civil  Service  Commission  BR-1  41-117,  November 
1961,  quoted  above. 

(2)  Elimination  of  discrimination  against  female  employees  with  nondependent  « 
husbands  on  the  cost  of  medical  coverage.  At  present,  Government  only  pays  | 
about  30  percent  of  the  health  plan  costs  for  them  as  compared  to  a  Government¬ 
wide  coverage  of  38  percent. 

This  injustice  should  be  corrected  by  eliminating  the  higher  medical  cost  to  the 
female  employee  with  nondependent  husband. 

(3)  Member  of  family — An  employee  spouse;  unmarried  children  under  the 
age  of  19  years:  Under  the  Government  health  benefits  insurance  if  a  family 
member  is  a  child  under  19  and  is  reaching  age  19,  the  family  member  becomes 
ineligible  for  health  insurance  benefits. 

The  above  is  a  severe  hardship  and  I  am  particularly  concerned  with  our  eco¬ 
nomic  factors  of  today  where  our  children  are  expected  to  go  to  college. 

I  recommend  that  the  age  limit  of  when  the  child  reaches  19  be  changed  to 
read  “a  child  who  is  in  regular  full  attendance  at  a  recognized  educational 
institution,  including  a  high  school,  trade  or  vocational  school,  technical  school, 
junior  college,  college,  or  university,  be  eligible  for  health  benefits  under  the  act 
of  1959.” 

I  thank  you  for  your  interest  and  I  appreciate  the  opportunity  of  endorsing  this 
important  legislation. 


Statement  of  Daniel  Jaspan,  Legislative  Representative,  National 
Association  of  Postal  Supervisors 

Mr.  Chairman  and  members  of  the  subcommittee  of  the  Senate  Committee 
on  Post  Office  and  Civil  Service,  my  name  is  Daniel  Jaspan.  I  am  the  legislative 
representative  of  the  National  Association  of  Postal  Supervisors,  composed  of  more) 
than  26,000  supervisors,  including  motor  vehicle  and  maintenance  supervisors. 
We  have  members  in  all  50  States,  as  well  as  Puerto  Rico  and  the  Virgin  Islands. 

We  are  very  happy  to  approve  all  of  the  proposals  in  S.  1561.  We  hope  that 
this  committee  will  give  consideration  to  some  of  the  objectives  of  our  association 
which  we  believe  can  be  embodied  in  the  same  bill. 

Our  association  has  regularly  passed  resolutions  asking  that  the  Government 
assume  at  least  half  of  the  cost  of  health  benefits  insurance.  More  and  more 
private  industries  are  paying  at  least  50  percent  of  the  insurance  premiums  and 
many  companies  pay  100  percent.  It  is  our  opinion  that  the  Government  should 
assume  a  greater  share  of  these  payments. 

We  have  also  had  resolutions  asking  that  married  female  employees  with  non¬ 
dependent  husbands  pay  the  same  amount  as  married  male  employees  for  family 
coverage.  We  are  hopeful  that  this  inequity  will  be  erased  by  the  Senate  Com¬ 
mittee  on  Post  Office  and  Civil  Service. 

In  addition  to  the  above  proposals,  we  respectfully  request  that  you  give  con¬ 
sideration  to  an  area  corrected  in  the  Civil  Service  Retirement  Act  by  Public 
Law  87-793.  We  have  had  many  resolutions  requesting  that  health  benefits  be 
extended  to  include  dependent  children  above  age  18.  In  section  18(f) (A)  of 
Public  Law  87-793  enacted  in  1962,  the  Congress  approved  the  recommendations 
of  this  committee  to  extend  to  age  21  survivor  benefits  for  children  who  pursued  a 
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course  of  study  after  age  18.  Our  resolutions  ask  that  health  benefits  be  extended 
to  dependent  children  under  age  23.  This  would  cover  students  until  the  comple¬ 
tion  of  a  normal  college  course.  .  ,  ,,  .  ,,  ,  ,. _ r 

Since  this  committee  has  always  shown  interest  in  furthering  the  education  or 
the  youth  of  this  Nation,  as  shown  by  their  liberalization  of  the  Civil  Service 
Retirement  Act  last  year,  we  are  certain  that  you  realize  how  important  it  is  lor 
the  students  to  have'  health  coverage  while  completing  their  college  careers.  A 
long  period  of  illness  without  such  coverage  would  soon  terminate  the  careers  ol 
many  students  whose  parents,  or  who  themselves,  cannot  stand  the  additional 

burden  of  hospital  expenses.  ,  ,,,  ,  .  .  , 

The  inclusion  of  a  section  in  S.  1561  extending  the  health  benefits  provisions  to 
these  students  would  equalize  the  Health  Benefits  Act  and  the  Civil  Service  Re¬ 
tirement  Act,  as  amended,  so  that  this  worthy  group  could  have  complete  coverage 
during  this  important  period  of  their  lives.  .  . 

We  hope  that  this  committee  will  give  serious  consideration  to  our  proposals 
and  that  they  will  be  included  with  the  bill  as  reported  out  so  that  we  can  have  a 
bill  enacted  in  the  very  near  future  containing  these  features  which  we  believe 

to  be  essential.  ,  ,  .  . » 

Thank  you  for  giving  us  the  opportunity  to  present  testimony  in  tavor  oi 

S.  1561. 


Statement  of  John  Griner,  President,  American  Federation  of 
Government  Employees 

The  American  Federation  of  Government  Employees  approves  the  greater 
portion  of  the  bill  S.  1561,  sponsored  by  Senator  Johnston,  because  it  provides  in 
several  respects  needed  and  desirable  liberalization  of  the  Federal  Employees 

Health  Benefits  Act  of  1959.  , 

The  bill  would  alleviate  several  situations  created  by  the  law  which  react  to  tfie 
disadvantage  of  Federal  emplovees.  As  a  result,  employees  or  their  dependents 
are  excluded  from  the  benefit  of  the  health  insurance  program  when  logic  or  equity 

plainly  indicate  that  they  should  be  included. 

We  will  comment  on  the  provisions  of  the  bill  in  the  order  m  which  they  appear. 

The  first  change  would  permit  enrolled  employees  to  continue  their  coverage 
under  a  health  benefits  plan  when  receiving  benefits  under  the  Federal  Em¬ 
ployees’  Compensation  Act  though  the  injury  on  which  the  benefits  are  based 
occurred  prior  to  the  enactment  of  the  Health  Benefits  Act.  Present  law  pro¬ 
vides  health  benefits  only  if  the  injury  or  illness  occurred  after  the  date  of  enact¬ 
ment  of  the  act.  A  similar  change  in  the  present  law  is  made  for  the  benefit  of  a 
surviving  beneficiary.  Return  of  the  employee  himself  to  the  employees  com- 
pensation  roll  would,  under  current  law,  deprive  him  of  insurance  coverageif  the 
injury  or  onset  of  the  disease  antedated  the  date  of  enactment  of  the  Health 

A  third  and  important  change  provided  in  the  bill  would  permit  Federal  em¬ 
ployees  to  include  their  foster  children  in  family  enrollments  if  they  are  living  with 
I  them  in  a  parent-child  relationship.  Presently  only  natural  or  adopted  children 
1  may  be  included.  An  example  is  that  of  a  Federal  employee  who  is  insured  under 
the  AFGE  plan  and  is  caring  for  the  children  of  a  brother  and  his  wife  who  were 
killed  in  an  automobile  accident.  He  is  now  unable  to  include  those  childienm 
his  own  enrollment  but  they  may  be  considered  as  dependents  for  income  tax 
purposes.  So  long  as  other  Government  agencies,  such  as  Internal  Revenue 
Service  for  income  tax  purposes,  will  recognize  a  foster  child  as  having  equal  status 
with  a  stepchild  or  natural  child,  we  believe  that  a  foster  child  should  have  the 
same  status  for  purposes  of  health  benefits  legislation.  The  change  appears  to 

be  obviously  desirable.  . ,  „  .  , 

The  next  change  would  amend  the  law  so  as  to  consider  all  employees  w  ho  enroll 
in  the  health  benefits  program  by  December  31,  1963,  as  having  fulfilled  the 
requirement  of  coverage  for  a  prescribed  period  prior  to  retirement,  ihis  change 
also  is  desirable,  since  it  would  permit  an  employee  to  carry  his  coverage  into 
retirement  though  he  had  not  enrolled  at  the  first  opportunity  for  enrollment  in 
July  1960.  Some  employees  did  not  realize  the  importance  of  initial  enrollment 
if  they  were  going  to  retire  less  than  5  years  later.  .  „  .  .  , 

The  AFGE  has  no  objection  to  the  proposal  to  authorize  the  Commission  to 
terminate  the  contract  of  a  carrier  if  during  the  preceding  two  contract  terms 
fewer  than  300  employees  and  annuitants  were  enrolled  in  its  plan. 
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We  do  not  oppose  striking  out  the  words  ending  the  last  sentence  of  section  '< 
6(f).  For  the  protection  of  employees  participating  in  a  plan,  the  nongroup  con-  | 
tract  should  be  subject  to  the  review  and  approval  of  the  Civil  Service  Commission.  ■ 

The  change  provided  in  subsection  (7)  of  the  bill  removes  the  requirement 
presently  in  the  law  that  a  carrier  must  make  a  cancelable  contract  available.  ; 
It  recognizes  the  fact  that  relatively  few  prospective  policyholders  wish  such  a 
policy. 

The  change  would  amend  section  7  (a)  (2)  of  the  law  by  removing  the  present 
dollar  amounts  and  substituting  a  proportional  relationship  between  the  Govern¬ 
ment  contribution  and  the  charge  lay  the  carrier.  What  the  change  does  not  do 
is  to  remove  from  the  law  the  discrimination  between  the  status  of  a  female  em¬ 
ployee  and  a  male  employee._ 

We  recommend  that  the  Government  contribution  should  be  50  percent  for  a 
woman  employee  or  annuitant  enrolled  for  self  and  family  including  a  nondepen¬ 
dent  husband.  Presently  the  Government  contribution  for  women  with  non¬ 
dependent  husbands  is  limited  to  30  percent. 

This  organization  is  on  record  as  favoring  equal  opportunity  and  treatment  of 
Federal  employees  regardless  of  sex.  The  Federal  Government  is  committed  to 
such  a  policy  by  reason  of  recent  legislation.  As  the  health  benefits  law  is  now 
written  it  is  definitely  discriminatory  toward  women  with  nondependent  husbands 
and  we  strongly  urge  the  ending  of  that  discrimination  by  specifically  providing 
the  same  Government  contribution  to  employee  health  benefit  premiums  as  now  m 
provided  for  male  employees.  ”  " 

The  AFGE  does  not  object  to  the  method  of  distribution  of  contingency  reserves 
of  a  discontinued  health  benefit  plan  which  is  proposed  in  subsection  (9)  of  this 
bill.  However,  we  definitely  oppose  the  immediate  distribution  of  such  funds. 

The  bill  would  distribute  the  contingency  reserves  of  a  discontinued  plan  among 
other  plans  still  operating  in  proportion  to  the  amount  of  premiums  paid  and 
accrued  to  the  plan  for  the  year  of  termination.  We  believe  this  contingency 
reserve  should  be  held  at  least  3  years  in  the  event  the  sponsor  of  the  plan  which 
is  being  discontinued  should  find  it  possible  to  reorganize  the  plan  and  again 
become  a  participating  carrier  under  the  act.  In  such  event,  the  reserve  should 
be  made  available  to  the  newly  reorganized  plan  rather  than  distributed  among 
the  other  plans. 

Our  proposal  is  not  advanced  for  selfish  reasons,  because  the  AFGE  expects 
to  continue  its  health  benefit  plan  indefintiely. 

The  AFGE  approves  subsection  (10)  of  the  bill  which  amends  section  10(c)  of 
the  law  so  as  to  permit  an  enrolled  employee  who  is  removed  or  suspended  and 
then  restored  to  duty  to  have  a  choice  of  having  his  coverage  made  retroactive  or 
enrolling  as  a  new  employee.  An  employee  has  no  choice  under  present  law,  and 
his  coverage  is  made  retroactive.  Adjustment  must  be  made  of  premiums  and 
claims,  if  any,  for  the  period  of  time  he  was  off  the  Federal  employment  rolls. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  submit  this  statement  on  a 
bill  that  has  important  implications  for  Federal  employees. 


Statement  of  Lawrence  M.  Cathles,  Jr.,  Vice  President,  Aetna  Life 

Insurance  Co. 

I  am  Lawrence  M.  Cathles,  Jr.,  vice  president  of  the  Aetna  Life  Insurance 
Co.  of  Hartford,  Conn.,  which  is  the  administering  carrier  of  the  Government-wide 
indemnity  benefit  plan.  More  than  503,000  Government  employees  are  enrolled 
under  this  plan  which,  together  with  families  and  dependents,  covers  almost 
1,500,000  people.  This  plan  is  administered  by  the  Aetna  on  behalf  of  the 
approximately  132  insurance  companies  which  participate  in  the  reinsuring  of 
this  plan.  The  Aetna  Life  Insurance  Co.  also  administers  the  uniform  plan 
for  retired  Federal  employees,  also  on  behalf  of  the  reinsuring  companies. 

I  very  much  appreciate  the  opportunity  of  presenting  a  written  statement, 
and  I  regret  that  I  was  unable  to  present  my  statement  in  person  at  the  com¬ 
mittee  hearings  on  Monday,  June  24,  1963.  I  have  now  had  the  opportunity, 
however,  to  review  the  statements  of  the  other  witnesses  who  did  appear;  and 
I  would  like  to  take  this  opportunity  to  submit  the  few  comments  that  I  have 
with  regard  to  their  statements.  I  have  only  minor  comments  on  Senate  bill 
1561,  but  I  would  like  to  comment  on  two  possible  amendments  which  I  believe 
would  be  very  desirable. 

In  general,  we  favor  Senate  bill  1561  and  we  particularly  favor  the  adoption 
of  the  amendment  to  section  2(d)  which  would  provide  for  the  coverage  of  foster 


THE  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  ACT 


47 


children.  It  is  common  practice  in  the  insurance  industry  to  cover  legitimate 
children  and  adopted  children  without  qualification  except  as  to  age.  btep- 
Children  and  any  other  children  are  covered  so  long  as  they  reside  with  the  insured 
employee  in  a"  parent-child  relationship  and  depend  primarily  upon  him  for 
support.  Under  the  present  Federal  employees  health  benefits  program  a  grand¬ 
parent  who  is  a  Federal  employee  who  takes  in  and  supports  his  grandchildren 
upon  the  death  of  the  parents  may  not  cover  the  children  under  his  health  in¬ 
surance  plan.  The  proposed  amendment  would  rectify  this  situation. 

Item  No.  10  which  amends  section  10(c)  to  provide  that  an  enrolled  employee 
who  is  erroneously  removed  or  suspended  and  subsequently  restored  to  duty  will 
be  given  the  choice  of  having  this  coverage  restored  retroactively  or  currently 
is  contrary  to  sound  insurance  principles  and  I  must,  therefore,  on  principle, 

013 The  proposed  amendment  would  result  in  an  employee’s  electing  current  rein¬ 
statement  unless  a  claim  had  been  incurred  which  would  entitle  him  to  benefits 
in  an  amount  in  excess  of  the  retroactive  premiums  he  would  be  required  to  pay. 
Any  insurance  program  which  permits  employees  to  pay  premiums  only  when 
they  have  claims  can  hardly  be  successful. 

The  present  law  seems  highly  reasonable,  since  by  reason  of  the  error  the  em¬ 
ployee  is  being  restored  to  his  position  prior  to  the  suspension  or  removal,  and 
any  benefits  to  which  he  would  have  been  entitled  are  being  restored  to  him. 
Although  the  accumulated  contributions  may  amount  to  a  substantial  sum,  pre¬ 
sumably  the  accumulated  back  pay  would  also  be  substantial. 

The  frequency  with  which  employees  will  be  erroneously  suspended  or  removed 
would,  I  imagine,  not  be  great;  and  it  is  difficult  for  me  to  argue  that  the  adoption 
of  the  proposed  amendment  would  have  a  significant  cost  impact  upon  the  1  ed- 
eral  employees  health  benefits  program.  This  amendment  is,  however,  in  prin¬ 
ciple  unsound  and  on  this  basis  I  must  oppose  it.  , 

I  have  no  other  specific  comments  as  to  the  proposed  amendments,  but  there 
are  two  additional  amendments  which  I  would  propose  ,  • 

The  first  of  these  would  be  a  change  m  section  /(a)(1)  of  the  act.  this  section 
fixes  the  Government  contribution  at  50  percent  of  the  cost  of  the  least  expensiv  e 
low  option  of  the  two  governmentwide  plans.  Under  this  arrangement  an  increase 
in  the  cost  of  this  low  option  would  automatically  increase  the  cost  of  the  program 
to  the  Government.  Conversely,  as  Mr.  Jerome  Keating  pointed  out  in  his 
testimony  before  the  committee,  the  claims  experience  under  this Gow -  option  has 
been  extremely  favorable  in  comparison  with  that  experienced  by  the  other  options 
and  plans  because  of  the  extremely  favorable  selection  which  this  low  option  of 
the  governmentwide  indemnity  benefit  plan  has  attracted.  This  means  that  the 
standard  to  which  the  Government  contribution  is  tied  is  not  a  representative  one, 
and  this  could  result  in  a  steadily  reducing  Government  contribution  when  ex¬ 
pressed  as  a  proportion  of  the  total  cost  of  the  plan  Furthermore,  the  relat  on- 
ship  of  the  Government  contribution  to  the  cost  of  the  indemnity  plan  low  option 
makes  it  impossible  from  a  practical  standpoint  to  reduce  the  contribution  rate 
for  the  low  option  plan,  even  though  the  experience  warrants  this,  and  makes  it 
difficult  to  increase  the  benefits  because  of  the  already  narrow  dilference  between 

thI  note*1 that  both^Mr.  Jerome  Keating  and  Mr.  John  F  O’Connor  testified  in 
favor  of  a  fixed  Government  contribution  of  an  increased  amount  We  do  not 
oppose  an  increase  in  the  Government’s  contribution,  but  we  do  not  urge  it  since 
we  do  not  believe  that  this  is  within  our  province.  We  do,  however,  strongly 
support  the  principle  of  a  Government  contribution  which  is  expiessed  in  a  uxed- 
dollar  amount  rather  than  as  a  percentage  of  the  cost  of  a  particular  plan  or  option 

The  second  amendment  which  I  would  propose  would  provide  that  no  plan 
could  offer  more  than  one  option.  As  other  witnesses  have  already  testified,  85 
percent  of  Federal  employees  enrolled  under  the  Federal  employees  health  benefits 
program  have  selected  the  high  option  where  the  option  has  been  available.  In 
the  case  of  both  Government-wide  plans,  both  options  provide  a  substantial  degree 
of  protection  so  that  the  element  of  choice  is  not  of  great  significance. 

There  would  be  considerable  administrative  savings  on  the  part  of  both  the 
Government  and  the  carriers  if  only  one  option  were  allowed.  All  employees 
have  at  least  two  plans  from  which  to  choose,  and  many  have  moie.  L\ei 
the  low  options  were  removed,  the  Federal  employees  health  benefits  progiam 
would  still  provide  a  greater  freedom  of  choice  than  any  program  in  private  I'Mus- 
try.  Furthermore,  the  range  of  choice  between  the  indemnity  benefit  plan,  for 
example,  and  the  comprehensive  plans  is  far  greater  in  both  cost  and  coverage 
than  the  range  between  the  high  and  low  options  of  any  one  of  the  plans  having 
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such  options.  For  example,  Mr.  Feldman  testified  that  the  total  cost  for  family 
coverage,  Group  Health  Association,  Washington,  D.C.,  was  $31.70  monthly.  [ 
Under  the  high  option  of  the  indemnity  benefit  plan  the  total  cost  is  $17.46 
under  the  low  option  the  total  cost  is  $13.52.  There  is  thus  a  spread  of  less  than 
$4  between  the  high  and  low  options  of  the  Government-wide  indemnity  benefit 
plan,  but  there  is  a  spread  of  $14.24  between  the  Group  Health  Association  and 
the  Government-wide  indemnity  benefit  plan  high  option  plan. 

In  giving  consideration  to  the  elimination  of  the  low  option  we  would  urge 
that  the  amendment  should  be  made  mandatory  rather  than  permissive.  If  the 
act  were  to  be  changed  so  that  the  plans  would  be  able  to  offer  one  or  two  options 
as  they  saw  fit,  the  intense  competition  that  exists  between  the  Government-wide 
plans  would  prevent  either  of  these  plans  from  wanting  to  be  the  first  to  withdraw 
its  low  option.  Of  course,  we  would  expect  that  any  amendment  would  apply  to 
all  plans  and  not  to  just  the  Government-wide  plans. 

I  would  like  to  comment  upon  a  remark  by  Louis  L.  Feldman,  staff  representa¬ 
tive,  Group  Health  Association  of  America  and  Health  Insurance  Plan  of  Greater 
New  York,  in  his  testimony  before  the  committee  on  Monday,  June  24,  1963. 
Mr.  Feldman  made  the  very  plausible  argument  that  the  contingency  reserves 
of  plans  which  were  terminated  by  the  Civil  Service  Commission  should  be 
distributed  among  other  plans  of  the  same  class  or  type  rather  than  among  all 
those  plans  participating  in  the  program.  Mr.  Feldman  pointed  out  that  if  the 
contingency  reserve  of  a  terminated  plan  were  credited  to  the  contingency  reserves  i 
of  all  plans  as  provided  for  in  item  9  of  Senate  bill  1561 ,  then  the  two  Government-  " 
wide  indemnity  benefit  plans  would  receive  the  lion’s  share,  since  most  Federal 
employees  are  enrolled  under  these  Government-wide  plans.  He  reasoned  that 
since  the  employees  covered  by  these  terminated  plans  had  elected  a  plan  of  a 
particular  type,  the  moneys  accumulated  in  the  contingency  reserve  from  their 
contributions  properly  belonged  to  the  class  of  plan  if  the  individual  plan  termi¬ 
nated. 

It  would  be  rather  difficult  to  follow  Mr.  Feldman’s  line  of  reasoning  in  the 
unlikely  event  that  either  the  service  benefit  plan  or  the  indemnity  benefit  plan 
should  be  terminated,  because  these  are  the  only  plans  in  their  class.  I  think  the 
significant  point  to  consider,  however,  is  that  the  contingency  reserve  is  accumu¬ 
lated  for  the  protection  of  the  Federal  employees.  Perhaps  the  most  equitable 
way  to  apportion  these  accumulated  contingency  reserves  would  be  on  the  basis 
of  the  elections  of  the  employees  of  the  terminating  plans.  In  other  words,  when 
a  plan  terminates,  the  employees  are  given  the  opportunity  to  elect  coverage 
under  any  of  the  remaining  approved  plans  which  would  otherwise  be  available 
to  them.  It  should  not  be  too  difficult  to  determine  the  proportion  of  these 
employees  entering  each  of  the  several  plans  and  the  contingency  reserve  could 
then  be  distributed  in  that  proportion  among  those  plans.  It  would  seem  to  me 
that  this  would  produce  the  greatest  equity  for  the  employees  and  at  the  same 
time  M  ould  prevent  the  kind  of  discrimination  in  favor  of  the  two  Government - 
wide  plans  to  which  Mr.  Feldman  has  objected. 

Mr.  John  McCart,  operations  director,  Government  Employees  Council, 
AFL-CIO,  has  testified  in  favor  of  Senate  bill  761  sponsored  by  Senator  Frank 
Carlson,  which  M’ould  reduce  the  contribution  of  female  employees  Mrho  have  m 
elected  coverage  for  nondependent  spouses  so  that  their  contribution  rate  would  * 
be  the  same  as  that  for  a  male  employee  electing  coverage  for  his  family.  We  do 
not  oppose  this  proposal,  but  we  M'ould  point  out  that  there  is  a  much  higher 
degree  of  probability  that  double  coverage  Mill  result  from  the  insuring  of  non¬ 
dependent  husbands  than  there  is  from  the  insuring  of  the  wife  and  family  of  a 
male  employee.  There  is  significant  evidence  that  double  coverage  has  a  sub¬ 
stantial  effect  upon  the  cost  of  health  insurance,  and  there  are  few  who  would 
today  dispute  this  fact. 

The  problem  of  the  increased  cost  of  the  health  benefits  resulting  from  the  in¬ 
creased  incidence  of  double  coverage  by  reason  of  the  covering  of  nondependent 
husbands  can  be  handled  in  either  of  tM  o  ways.  The  first  method  is  that  currently 
in  use,  that  of  charging  a  higher  contribution  rate  to  the  female  employee  M*ho 
wishes  to  cover  her  nondependent  husband.  The  other  way,  and  perhaps  a  more 
popular  way,  of  solving  the  problem  M'ould  be  to  require  a  nonduplication  pro¬ 
vision  such  as  is  presently  included  in  the  Government-wide  indemnity  benefit 
plan.  Not  all  of  the  plans  have  these  nonduplication  provisions;  indeed,  even 
the  Government-wide  service  benefit  plan  does  not  have  such  a  provision  M’ith 
respect  to  the  basic  benefits  portion  of  the  plan. 

I  have  one  last  comment.  I  M'ould  not  like  to  forgo  the  opportunity  of  ex¬ 
pressing  to  the  committee  our  very  high  regard  for  the  personnel  in  the  Bureau 
of  Retirement  and  Insurance  and  in  the  Civil  Service  Commission  M'ith  M’hom  Mre 
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have  dealt  during  the  last  3  years.  This  is  a  well-trained,  highly  efficient  staff 
under  extremely  competent  direction,  and  they  have  done  a  truly  remarkable  job 
in  implementing  and  administering  the  largest  and  most  complex  health  insurance 
program  that  has  ever  been  devised.  For  myself  and  my  associates  I  can  say 
that  our  relationship  with  the  Commission  staff  has  been  a  rewarding  one. 

I  want  to  thank  the  committee  for  extending  this  courtesy  to  me,  and  I  very 
much  appreciate  the  opportunity  of  presenting  my  views. 


Statement  of  Everett  G.  Gibson,  President,  National  Federation  of 
Post  Office  Motor  Vehicle  Employees 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  Everett  G.  Gibson, 
president  of  the  National  Federation  of  Post  Office  Motor  Vehicle  Employees, 
affiliated  with  the  AFL-CIO,  with  offices  at  412  Fifth  Street  NW.,  Washington, 
D.C. 

We  endorse  S.  1561,  that  will  amend  the  Federal  Employees  Health  Benefits 
Act  of  1959,  which  are  technical  in  nature  and  would  provide  additional  coverage 
for  our  membership  and  other  Federal  employees. 

Our  organization  operates  our  own  health  benefits  plan  of  which  most  of  our 
members  are  enrolled.  We  would  recommend  that  consideration  be  given  by  this 
committee  to  amend  the  law,  that  would  provide  the  Governments  contributions 
be  one-lialf  the  cost  of  the  biweekly  subscription  for  each  employee. 

I  want  to  thank  you  Mr.  Chairman,  for  allowing  me  the  opportunity  to  express 
the  views  of  our  organization  on  S.  1561  and  that  this  bill  will  be  reported  so  that 
it  can  be  enacted  during  this  session  of  Congress. 


Statement  of  John  W.  MacKay,  President,  National  Postal  Union 

My  name  is  John  W.  MacKay.  I  am  privileged  to  serve  as  president  of 
National  Postal  Union,  representing  approximately  43,000  postal  workers  affili¬ 
ated  through  375  local  unions  in  45  States,  the  island  of  Puerto  Rico,  and  the 
District  of  Columbia. 

We  wish  to  express  our  appreciation  to  the  chairman  and  members  of  this  sub¬ 
committee  for  arranging  early  hearings  on  S.  1561.  We  are  also  grateful  to  its 
sponsor,  the  distinguished  chairman  of  the  Senate  Post  Office  and  Civil  Service 
Committee,  Senator  Olin  D.  Johnston. 

Approximately  27,000  postal  and  Federal  employees  are  affiliated  with  National 
Postal  Union’s  health  benefit  plan.  Our  aim  is  to  provide  the  best  possible  cov¬ 
erage  at  the  lowest  feasible  cost.  Therefore,  we  are  very  interested  in  what  we 
believe  to  be  essential  improvements  in  the  Federal  Employees  Health  Benefits 
Act  of  1959. 

We  have  given  careful  study  to  S.  1561,  which  proposes  certain  more  or  less 
technical  amendments  necessary  for  the  proper  operation  of  health  plans.  We 
wish  to  go  on  record  in  support  thereof.  However,  we  believe  this  subcommittee 
should  also  give  consideration  to  several  other  factors  which  have  developed  since 
the  enactment  of  Public  Law  86-382. 

When  hearings  were  initially  held  during  1959  on  proposals  to  sponsor  Govern¬ 
ment  contributory  health  plans,  it  was  generally  understood  that  50  percent  of 
the  cost  would  be  borne  by  the  Government  and  50  percent  would  be  borne  by 
the  employee.  In  actual  practice,  the  Government  contribution  does  not  exceed 
38  percent  of  premium  charges.  We  suggest  the  law  be  amended  to  provide 
Government  contributions  on  a  flat  premium  basis,  with  a  payment  of  $2  biweekly 
for  an  employee  or  annuitant  enrolled  for  self  alone,  and  $5  biweekly  for  an 
employee  or  annuitant  enrolled  for  self  and  family,  but  not  more  than  one-half 
the  biweekly  charge  for  the  enrollment. 

Section  10(d)  of  Public  Law  86-382  provides  in  part,  “the  Commission  shall 
make  available  to  each  employee  eligible  to  enroll  in  a  health  benefits  plan  under 
this  Act  such  information,  in' a  form  acceptable  to  the  Commission  after  consul¬ 
tation  with  the  carrier,  as  may  be  necessary  to  enable  such  employee  to  exercise 
an  informed  choice  among  the  types  of  plans  referred  to  in  section  4.”  Since  the 
original  implementation  of  the  Federal  Employees  Health  Benefits  Act  of  1959, 
it  has  been  the  practice  of  the  Commission  to  distribute  the  health  plan  brochures 
of  the  two  Government-wide  health  plans  to  all  employees  of  the  Federal  Govern¬ 
ment  regardless  of  affiliation. 
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Distribution  of  the  health  plan  borchure  of  employee  unions  by  the  Commission 
was  limited  to  the  membership  of  said  employee  unions.  While  the  Commission 
is  acting  in  good  faith,  this  practice  has  tended  to  prevent  thousands  of  Federal 
and  postal  employees  from  receiving  adequate  information.  We  believe  the 
“informed  choice”  has  never  come  close  to  realization.  We  suggest  an  amend¬ 
ment  to  provide  that  all  health  insurance  carriers  be  placed  on  an  equal  footing 
with  respect  to  Government  distribution  of  informative  literature  and  health  plan 
brochures. 

We  further  recommend  an  amendment  to  provide  all  approved  health  plan 
carriers  the  privilege  of  advertising  and  the  circularization  of  information  con¬ 
cerning  the  benefits  and  operation  of  their  respective  health  plans.  We  suggest 
that  present  restrictions  on  this  type  of  activity,  as  established  by  the  Commission 
be  rescinded. 

We  sincerely  hope  this  subcommittee  Mill  take  favorable  action  on  S.  1561  at 
an  eaiiy  date  and  include  the  amendments  we  have  herein  proposed. 

We  express  our  sincere  appreciation  to  you,  Mr.  Chairman,  and  the  other 
members  for  the  interest  you  have  displayed  in  this  important  subject. 


Statement  of  Ross  A.  Messer,  Legislative  Representative,  National 

Association  of  Post  Office  &  General  Services  Maintenance  Em¬ 
ployees  | 

My  name  is  Ross  A.  Messer,  I  am  legislative  representative  for  the  National 
Association  of  Post  Office  &  General  Services  Maintenance  Employees,  repre¬ 
senting  the  building  maintenance  employees  of  the  Post  Office  Department  and 
General  Services  Administration,  with  members  in  the  50  States,  Puerto  Rico, 
the  Virgin  Islands,  and  the  District  of  Columbia.  Our  national  office  is  located 
in  room  624  Victor  Building,  724  Ninth  Street  NW.,  Washington,  D.C. 

This  association  is  deeply  interested  in  the  efficient  and  economical  operation 
of  the  health  benefits  program  M’ith  the  employee  receiving  the  greatest  possible 
benefits  for  his  premium  dollar.  The  Civil  Service  Commission  is  to  be  com¬ 
mended  for  their  fine  work  in  administering  the  program  in  such  an  efficient 
manner. 

The  amendments  proposed  in  S.  1561  are  technical  in  nature  and  M’ould  be  an 
improvement  over  present  operation.  We  endorse  the  suggested  amendments 
set  forth  in  S.  1561. 

While  the  committee  is  considering  revisions  to  the  Federal  Employees  Health 
Benefits  Act  of  1959,  we  believe  that  certain  other  liberalizations  should  be 
considered.  There  are  tMro  particular  revisions  that  in  our  opinion  should  be 
given  consideration  at  this  time. 

The  amount  of  the  biweekly  premium  paid  by  the  Government  should  be 
reviewed.  It  is  our  belief  that  Congress  intended  that  the  Government  should 
pay  up  to  one-half  of  the  cost  of  the  biweekly  premium  so  long  as  it  was  within 
reason.  At  present  the  Government  is  paying  approximately  38  percent  of  the 
premium  charges  M’ith  the  employee  paying  approximately  62  percent  of  the 
premium.  This  is  not  the  50-50  basis  that  M’as  discussed  several  years  agoi 
when  the  plan  was  enacted.  " 

We  would  like  to  suggest  that  the  committee  consider  amending  the  law  to 
provide  for  Government  premium  payments  of  50  percent,  but  not  to  exceed  $2 
per  biweekly  pay  period  for  an  employee  or  annuitant  enrolled  for  self  only;  and 
not  to  exceed  $5  per  biweekly  pay  period  for  an  employee  or  annuitant  enrolled 
for  self  and  family.  We  believe  that  the  above  suggested  amendment  is  very 
important  and  should  receive  very  careful  consideration  by  the  committee. 

We  would  also  like  to  suggest  consideration  of  S.  127  by  Senator  Frank  Carlson, 
ranking  minority  member  of  this  committee,  which  would  eliminate  any  discrim¬ 
ination  against  married  female  employees.  It  is  very  difficult  for  us  to  under¬ 
stand  why  female  employees  with  nondependent  husbands  are  required  to  pay  a 
higher  premium  than  other  employees  taking  family  coverage.  May  we  recom¬ 
ment  that  the  committee  give  careful  consideration  to  approving  the  contents  of 
S.  127  and  including  its  provisions  in  any  proposal  reported  by  the  committee 
amending  the  Federal  Employees  Health  Benefits  Act  of  1959. 

Mr.  Chairman  and  members  of  the  committee,  I  would  like  to  again  express 
mv  thanks  to  you  for  the  opportunity  to  appear  before  you  today. 
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American  Federation  of  Labor 
and  Congress  of  Industrial  Organizations, 

Washington,  D.C.,  July  2,  1963. 

Hon.  Olin  D.  Johnston, 

Chairman,  Post  Office  and  Civil  Service  Committee, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Johnston:  In  regard  to  S.  1501,  on  which  hearings  were  held 
Monday,  June  24,  and  which  amends  the  Federal  Employees  Health  Benefits  Act 
of  1959,  the  AFL-CIO  supports  the  proposed  amendments  with  the  exception  of 
section  5,  amending  section  6(d)  and  section  9,  amending  section  8(b)  of  the  Fed¬ 
eral  Employees  Health  Benefits  Act  of  1959. 

In  regard  to  sections  5  and  9  of  S.  1561  amending  section  6(d)  and  section  8(b) 
the  AFL-CIO  takes  vigorous  exception. 

Section  5  of  the  amendment  would  authorize  the  Civil  Service  Commission  to 
terminate  the  contract  of  any  carrier  which  did  not  have  more  than  300  or  more 
employees  and  annuitants  during  the  preceding  2  contract  terms.  This  pro¬ 
vision  would  impede  the  development  of  community-sponsored  group  practice 
prepayment  plans  which  have  proven  themselves  to  be  the  most  effective  way 
to  bring  high-quality  medical  care  to  not  only  Federal  employees,  but  to  all  people. 
In  his  message  to  Congress  on  February  27,  1962,  President  John  F.  Kennedy 


stated: 

“Experience  in  many  communities  has  proven  the  value  of  group  medical  and 
dental  practice,  where  general  practitioners  and  medical  specialists  voluntarily 
join  to  pool  their  professional  skills,  to  use  common  facilities  and  personnel,  and 
to  offer  comprehensive  health  services  to  their  patients.  Group  practice  offers  a 
great  promise  of  improving  the  quality  of  medical  care,  of  achieving  significant 
economies  and  conveniences  to  physician  and  patient  alike,  and  of  facilitating  a 
wider  and  better  distribution  of  the  available  supply  of  scarce  personnel.” 

Since  comprehensive  group  practice  prepayment  programs  are  community 
based,  the  effect  of  the  proposed  amendment  would  seriously  inhibit  development 
of  such  programs  in  many  smaller  communities  where  the  number  of  Federal 
employees  might  not  be  substantial. 

This  amendment  would,  in  effect,  give  preference  to  those  plans  which  enrolled 
on  a  nationwide  basis  and  which  would  find  the  300-member  limitation  no  barrier. 

Numerous  studies  conducted  by  the  Federal  Government  as  well  as  by  private 
agencies  have  shown  the  shortage  of  physicians  and  of  medical  care  facilities  in 
rural  and  relatively  unpopulated  areas.  Such  studies  have  indicated  the  need 
for  encouraging  and  not  discouraging  the  organization  of  group  practice  programs 
on  a  regionally  organized  basis  as  a  means  of  providing  quality  care  at  a  reasonable 
cost. 

We  therefore  urge  that  section  5  of  S.  1561  amending  section  6(d)  of  the  Federal 
Employees  Health  Benefits  Act  of  1959  be  deleted. 

With  respect  to  section  9  amending  section  8(b)  of  the  Federal  Employees 
Health  Benefits  Act  of  1959  the  AFL-CIO  feels  that  such  a  provision  would  be 
highly  inequitable  because  the  effect  would  be  to  allocate  approximately  four- 
fifths'of  the  contingency  funds  for  the  benefit  of  other  than  employee  organization 
or  comprehensive  medical  plans.  A  more  equitable  solution  would  be  to  provide 
that  the  contingency  reserves  remaining  to  the  credit  of  a  discontinuing  plan  be 
distributed  among  the  contingency  reserves  of  other  plans  in  the  same  category. 
In  other  words,  if  a  plan  under  section  4(3)  or  4(4)  discontinues,  then  the  con¬ 
tingency  funds  under  such  plan  should  be  allocated  to  other  4(3)  or  4(4)  plans. 

We  therefore  urge  that  section  9  of  S.  1561  be  so  amended. 

While  it  is  not  directly  related  to  this  bill  the  Government  contribution  toward 
the  Federal  employees  health  program  amounted  to  approximately  38  percent  of 
total  premium  charges.  This  is  considerably  below  the  standards  prevailing 
with  most  collectively  bargained  health  and  welfare  plans.  In  the  vast  majority 
of  cases  the  employer  pays  the  entire  cost  of  such  collectively  bargained  programs. 
The  AFL-CIO,  therefore,  would  like  to  suggest  that  S.  1561  be  amended  by 
adding  the  provisions  of  S.  761  which  was  introduced  by  Senator  Carlson. 

Sincerely  yours, 

Andrew  J.  Biemiller, 

Director,  Department  of  Legislation. 

Nelson  H.  Cruikshank, 
Director,  Department  of  Social  Security. 
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San  Francisco,  Calif.,  July  1963. 


Hon.  Thomas  H.  Kuchel, 

U.S.  Senator  from  California, 

Washington,  D.C.: 

Appreciate  your  wire  notification  re  Subcommittee  on  Health  Benefits  and 
Life  Insurance  of  Senate  Post  Office  and  Civil  Service  Committee,  Medical 
Guild  Health  Plan  renders  complete  health  service  in  San  Francisco  and  San 
Mateo  Counties  with  a  staff  of  62  professional  men. 

Because  of  the  nature  of  this  service  and  the  limited  territory  it  is  quite  natural 
that  we  would  not  have  the  membership  such  as  an  insurance  company.  Since 
the  Government  is  desirous  of  stimulating  small  business  it  would  appear  to  us 
that  it  would  be  unjust  to  pass  a  regulation  which  would  drop  any  organization 
rendering  good  service  merely  because  of  the  size  of  membership.  It  would 
seem  more  practicable  to  eliminate  some  of  the  forms  and  bookwork  which  are 


required  of  small  plans. 


Ray  E.  Harris,  M.D., 
Medical  Guild  Health  Plan. 
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DIGEST  OF  PUBLIC  LAW  88-284 


AMENDMENT  TO  FEDERAL  EMPLOYEES'  HEALTH  BENEFITS 
ACT  OF  1959. 

Simplifies  and  improves  generally  the  administration 
of  the  Federal  Employees  Health  Benefits  Act  of  1959. 
Permits  enrolled  employees  to  continue  their  health 
insurance  coverage  when  placed  on  employees'  compen¬ 
sation  even  though  the  injury  giving  rise  to  compen¬ 
sation  payments  occurred  prior  to  enactment  of  the 
Act.  Adds  foster  children  who  are  living  with  the 
employee  or  annuitant  in  a  regular  parent-child 
relationship  to  the  list  of  family  members  who  can 
be  covered  by  the  enrollment  of  an  employee  or 
annuitant.  Continues  coverage  for  unmarried  children 
up  to  the  age  of  21  years.  Places  the  female  employee 
with  family,  including  nondependent  husband,  on  the 
same  Government-contribution  basis  as  regular  family 
enrollments.  Provides  that  an  employee  who  enrolled 
in  a  health  plan  up  through  Dec.  31,  1964,  who  other¬ 
wise  might  be  ineligible  to  do  so  because  he  did  not 
enroll  at  the  first  opportunity,  may  continue  his 
coverage  as  an  annuitant. 
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S.  1561 


IN  THE  SENATE  OE  THE  UNITED  STATES 

May  17,1963 

Mr.  Johnston  (by  request)  introduced  the  following  bill ;  which  was  read  twice 
and  referred  to  the  Committee  on  Rost  Office  and  On  il  Sei  \  ice 


A  BILL 

To  amend  tlie  Federal  Employees  Health  Benefits  Act  of  19o9. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  the  Federal  Employees  Health  Benefits  Act  of  1959 

4  (5  U.S.C.  3001-3014)  is  hereby  amended  as  follows: 

5  (1)  Section  2  (c)  (3)  is  amended  by  striking  the  words 

6  “as  a  result  of  injury  sustained  or  illness  contracted  on  or 
I  after  such  date  of  enactment” . 

8  (2)  Section  2  (c)  (4)  is  amended  by  striking  the  words 

9  “on  account  of  injury  sustained  or  illness  contracted  on  or 

f 

10  after  such  date  of  enactment”. 
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(3)  Section  2  (d)  is  amended  by  inserting,  after  “step¬ 
child”,  “,  foster  child,”. 

(4)  Section  3(b)  (1)  is  amended  by  inserting,  after 
“or”  in  line  six,  “(C)  the  full  period  or  periods  of  service 
beginning  with  the  enrollment  which  became  effective  not 
later  than  December  31,  1963,  and  ending  with  the  date  on 
which  he  becomes  an  annuitant,  or”. 

(5)  Section  6  (d)  is  amended  by  the  addition  of  a  sen¬ 
tence  reading  as  follows: 

“The  Commission  may  terminate  the  contract  of  any 
carrier  effective  at  the  end  of  a  contract  term,  if  the  Commis¬ 
sion  finds  that  at  no  time  during  the  preceding  two  contract 
terms  did  the  carrier  have  three  hundred  or  more  employees 
and  annuitants  (exclusive  of  family  members)  enrolled  for 
its  plan.” 

(6)  Section  6(f)  is  amended  by  placing  a  period  after 
the  word  “contract”  in  the  last  sentence  and  striking  the  re¬ 
mainder  of  the  sentence. 

(7)  Section  6  (g)  is  amended  by  striking  “,  at  the 
option  of  the  employee  or  annuitant,”. 

(8)  Section  7  (a)  (2)  is  amended  to  read  as  follows: 

“  (2)  For  an  employee  or  annuitant  enrolled  in  a  plan 
described  under  section  4  (3)  or  (4)  for  which  the  biweekly 
subscription  charge  is  less  than  twice  the  Government  con¬ 
tribution  established  under  paragraph  ( 1 )  of  this  subsection, 
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1  the  Government  contribution  shall  be  50  per  centum  of  the 

2  subscription  charge,  except  that  if  a  nondependent  husband 
2  is  a  member  of  the  family  of  a  female  employee  or  annuitant 

4  who  is  enrolled  for  herself  and  family  the  contribution  of  the 

5  Government  shall  he  30  per  centum  of  such  subscription 
5  charge.” 

7  (9)  Section  8(b)  is  amended  by  the  addition  of  the 

8  following : 

9  “Whenever  a  contract  with  a  plan  approved  under  seo- 

10  tion  4(3)  or  4(4)  is  terminated,  the  contingency  reserve 

11  credited  to  that  plan  shall  be  credited  to  the  contingency 

12  reserves  of  the  plans  continuing  under  this  Act  for  the  con- 

13  tract  term  following  that  in  which  termination  occurs,  each 

14  reserve  to  be  credited  in  proportion  to  the  amount  of  the 

15  premiums  paid  and  accrued  to  the  plan  for  the  year  of 

16  termination.” 

17  (10)  Section  10(c)  is  amended  to  read  as  follows: 

18  “Any  employee  enrolled  in  a  plan  under  this  Act  who 

19  is  removed  or  suspended  without  pay  and  later  reinstated 

20  or  restored  to  duty  on  the  ground  that  such  removal  or 

21  suspension  was  unjustified  or  unwarranted  may,  at  his  option, 

22  enroll  as  a  new  employee  or  have  his  coverage  restored  to 

23  the  same  extent  and  effect  as  though  such  removal  or  sus- 

24  pension  had  not  taken  place  with  appropriate  adjustments 

25  made  in  contributions  and  claims.” 
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ill.  Sen.  Lausche  proposed 

open  market  financing  for  REA  cooperatives.  Senate  committee  reported. independent 
offices  appropriation  hill.  SeJCvoung  (N.  Dak.\inserted  items  : £a™  *  “1* £ 
wheat  to  Russia  and  defending /fiSDA  budget.  Sen.  Voxrrare  mserted  item  support!  £ 
enactment  of  dairy  legislation.  Sen.  Froxmire  urge\caution  in  cons^ering  . 

of  wheat  or  other  products/o  Russia.  Rep.  Quie  criAcised  B.S.  policy ,°f moorta- 
with  Communists.  Rep.  fiOomwell  urged  Congress  to  actWainst  lncr®as^  f 

tion  of  meat.  House  cop^ittee  reported  pay  bill.  Rep.  \ooley  urged  enactment  of 

his  cotton  bill. 

SENATE 

FOREIGN  AID  Continued  debate  on  H.  R.  7885,  the  foreign  authorization  bill 
(pp  2ot“/  2^648-58,  2-660-70,  20678-704).  Agreed  to  »  f^ndmen^by  Sen.^ 

Simpson  t /  provide  that  the  services  of  private  enterpn.e  H  00666-9) 
fuTlestZtent  practicable  in  the  technical  assistance  program  to.  20666  9). 
Agree d^to  an  amendment  by  Sen.  Ellender  to  strike  out  a  Proviaion\f  the  bill 

tncr/sing  from  25  to  50  percent  the  amount  of  £--f  “^T  lgrX^al 
us**  by  private  industries  to  promote  the  consumption  of  US.  agrica^t 

A  i  1  ,  ,  90697-91  Agreed  to  an  amendment  by  Sen.  Carlson\to  pro 

/de  t^tl  sheryP  ^  u  Llu^d/tRe  food-for-peace  program  shall  no^in- 

aude  ffsh  flouryuntil  this  product  has  been  approved  by  the  Food  and  Dru\ 
Administration  (pp.  20699-700). 

'2.  INDEPENDENT  OFFICES  APPROPRIATION  BILL,  1964  The  Appropriations  Committee  re-X 
ported  with  amendments  this  bill,  H.  R.  8747  (S.  Rept.  641).  p. 
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3.  PERSONNEL.  The  Post  Office  and  Civil  Service  Committee  reported  with  amendments 
S.  1561,  to  amend  the  Federal  Employees  Health  Benefits  Aet  (S.  Rept.  642). 
p.  20605 


4.  ELECTRIFICATION.  Sen.  Lausche  proposed  open  market  financing  for  REA  coopera¬ 

tives  and  referred  to  a  group  of  rural  cooperatives  in  Ohio  which  '?  forme  da 
super  cooperative  called  the  Buckeye  Power  Co.'*  which  "has  gone  into  fctie  open 
market  \o  raise  their  share  of  the  capital  by  borrowing  from  genera/  institu¬ 
tional  leaders."  pp.  20616-7 

5.  WHEAT;  FOREIGN  TRADE.  Sen,  Young  (N.  Dak.)  inserted  an  editorial  favoring  a 
sale  of  wheatVo  Russia,  p.  20618 


6.  BUDGET.  Sen.  You 

defending  the  budget  of  this  Department  as  not  being  "o 
ing  by  other  branch^  of  the  Government."  pp.  20618-9 


(N.  Dak.)  inserted  an  editorial  quoting Sen.  Ellender  as 

"''■^-of-line  with  spend- 


7.  DAIRY  INDUSTRY.  Sen.  Proxmire  inserted  an  editorial /Supporting  both  the  Prox- 

mire  and  McCarthy  dairy  bills,  p.  20676 

8.  FOREIGN  TRADE.  Sen.  Proxmire  stated  his  belief  /hat  "officials  of  our  Govern¬ 

ment  should  think  long  and  hard  about  the  wisdom  of  selling  American  products 
at  subsidy  prices  to  the  Soviet  Union  -  whether  they  be  wheat  or  dairy  pro¬ 
ducts,'  and  inserted  an  article  i^n  support/of  his  position,  pp.  20675-6 
Sen.  McIntyre  discussed  and  inserted  an  article  on  the  impact  of  world 
on  Hampshire,  particularly  wi/n  respect  to  textile  products,  pp. 


20619-22 

Sen.  Humphrey  inserted  an  address 
Development  Bank  reviewing  problem^ 
American  countries,  pp.  20629-32/ 


the  president  of  the  Inter-American 
in  isfoe  economic  development  of  Latin 


9.  FORESTRY.  Sen,  Proxmire  inser^d  an  article  Commending  material  in  the  Yearbook 
of  Agriculture  on  the  reforestation  program  irtyOhio.  pp.  20676-8 

10.  CREDIT.  Sen.  Simpson  insetted  a  statement  of  the\ll.  Retail  Merchants 

Association  critical  of/the  proposed  truth- in- lending  bill.  pp.  20622-3 

11.  STOCKPILING.  Received  from  the  Joint  Committee  on  Reduction  of  Nonessential 

Federal  Expenditures  a  report  on  Federal  stockpile  inventories,  including  CCC 
commodity  inventories,  as  of  July.  pp.  20605-13 

12.  TAXATION.  SenyFulbright  inserted  an  address  by  Under  Secretary  of  the  Trea¬ 
sury  Fowler  ^dpporting  the  proposed  tax  reduction  bill.  pp.  \0670-5 

HOUSE 

13.  PERSONNEL.  The  Post  Office  and  Civil  Service  Committee  reported  without 

amendment  H.  R.  8986,  the  Federal  pay- increase  bill  (H.  Rept.  899);  dod  with 
amendment  H.  R.  10,  to  extend  the  apportionment  requirements  in  the  Ci\tf.l  Ser¬ 
vice  Act  to  temporary  summer  employment  (H.  Rept.  897).  p.  20602 
/  ^eP‘  Libonati  inserted  President  Eisenhower's  explanation  of  the  GroupS^ife 
Insurance  program  for  Federal  Civilian  Employees,  pp.  20587-8 

PEACE  CORPS.  Passed  without  amendment  H.  R.  9009,  to  increase  the  appropria¬ 
tion  authorization  for  the  Peace  Corps  from  $63,750,000  for  fiscal  year  1963 
to  $102,000,000  for  fiscal  year  1964.  pp.  20548-78 
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88th  Congress  ) 

SENATE  J 

\  Report 
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[  No.  642 

AMENDMENTS  TO  THE  FEDERAL  EMPLOYEES  HEALTH 

BENEFITS  ACT  OF  1959 


November  13  (legislative  day,  October  22),  1963.— Ordered  to  be  printed 


Mr.  Randolph,  from  the  Committee  on  Post  Office  and  Civil  Service, 

submitted  the  following 

REPORT 

[To  accompany  S.  1561] 

The  Committee  on  Post  Office  and  Civil  Service,  to  whom  was 
referred  the  bill  (S.  1561)  to  amend  the  Health  Benefits  Act  of  1959, 
having  considered  the  same,  report  favorably  thereon  with  amend¬ 
ments  and  recommend  that  the  bill  as  amended  do  pass. 

STATEMENT 

The  purpose  of  S.  1561,  which  consists  of  a  number  of  amendments 
to  the  Federal  Employees  Health  Benefits  Act  of  1959,  is  to  simplify 
the  administration  of  the  act  and  to  correct  certain  inequities  which 
have  become  apparent  since  the  health  benefits  program  was  put  into 
operation  in  July  1960.  This  program,  one  of  the  most  far  reaching 
and  beneficial  in  the  history  of  the  Federal  service,  is  now  serving 
some  2  million  employees,  plus  4  million  family  members,  providing 
them  with  health  coverage  ranking  among  the  most  complete  avail¬ 
able  anywhere  in  the  world.  Every  day  it  operates  to  protect  Federal 
employees  not  only  from  unexpected  routine  medical  expenses  but 
also  from  the  ruinnous  costs  of  catastrophic  illness  and  injury.  Hav¬ 
ing  now  had  some  3  years  of  experience  in  administering  the  program, 
the  Civil  Service  Commission  is  able  to  isolate  and,  through  proposed 
congressional  action,  to  attempt  to  rectify  certain  problems  which 
require  attention.  This  measure  is  the  means  by  which  these  cor¬ 
rections  can  be  made. 

AMENDMENTS 

Certain  provisions  of  the  1959  act  not  touched  upon  by  the  Com¬ 
mission’s  proposal  also  require  congressional  action,  in  the  opinion  of 
the  committee.  The  committee  accordingly  has  amended  the  Com- 
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mission’s  recommendations  to  liberalize  the  program  in  several  of  its 
aspects  not  mentioned  in  the  proposal.  The  first  of  these  is  an  amend¬ 
ment,  described  fully  below,  which  would  end  discrimination  against 
married  women  Government  employees.  The  1959  act  provided  that 
the  Government  would  not  contribute  to  the  coverage  of  the  non¬ 
dependent  husband  of  a  married  woman  employee,  the  motivating 
thought  being  that  as  head  of  the  family  the  husband  would  be  em¬ 
ployed  elsewhere  and  that  adequate  health  protection  would  be  pro¬ 
vided  him  through  his  employer.  Events  have  demonstrated  that 
this  has  worked  an  unintended  hardship  upon  some  families.  It  is 
the  Committee’s  view  that  in  all  equity  there  should  be  no  discrimi¬ 
nation  as  between  men  and  women  Federal  employees,  irrespective  of 
the  husband’s  position  as  head  of  the  household.  The  Civil  Service 
Commission,  while  it  did  not  propose  this  amendment,  offers  no  objec¬ 
tion  to  it. 

The  bill  as  proposed  by  the  administration  provided  that  an  . 
employee  who  enrolled  in  a  health  plan  up  through  December  31.  ( 
1963.  who  otherwise  might  be  ineligible  to  do  so  because  he  did  not 
enroll  at  the  first  opportunity,  may  continue  his  coverage  as  an 
annuitant.  As  proposed,  this  change  would  have  operated  pros¬ 
pectively  only  and  would  have  been  applicable  only  to  employees 
leaving  the  Federal  service  on  or  after  the  date  of  enactment.  The 
committee  has  liberalized  this  proposal  by  an  addition  to  the  amend¬ 
ment  so  that  it  would  grant  prospective  coverage  to  any  former 
employee  who  otherwise  had  no  eligibility  for  continued  coverage  as 
an  annuitant  under  the  law  operative  at  the  time  of  his  retirement. 

The  original  measure  as  proposed  by  the  Commission  has  been 
further  amended  by  the  inclusion  of  an  additional  amendment  to  the 
Health  Benefits  Act  suggested  by  the  Commission  as  a  separate  bill. 
This  later  proposal  has  been  incorporated  into  S.  1561  as  paragraph 
12.  It  was  discussed  in  the  hearings  and  is  described  below. 

Also  included  as  an  amendment  is  paragraph  13,  described  fully 
below,  which  would  regulate  the  procedure  to  be  followed  when 
employee  organizations  operating  health  benefits  programs  merge  or 
discontinue  their  plans. 

SECTIONAL  ANALYSIS  ( 

Paragraphs  1  and  2. — Under  the  Federal  Employees  Health  Benefits 
Act  of  1959,  an  enrolled  employee  who  receives  disability  compensation 
from  the  Bureau  of  Employees’  Compensation  because  of  an  injury 
sustained  prior  to  the  enactment  of  the  1959  act  loses  his  coverage. 
He  is  not  eligible  to  have  his  coverage  restored  until  he  returns  to 
active  employment.  Experience,  however,  indicates  that  frequently 
the  compensable  disability  remits  and  recurs  again  and  again,  so  that 
each  time  the  employee  returns  to  the  active  rolls,  he  is  eligible  for 
coverage  and  each  time  he  returns  to  the  rolls  of  the  Bureau  of 
Employees’  Compensation  he  loses  his  eligibility. 

Paragraphs  1  and  2  would  rectify  an  arrangement  which  is  unfair 
to  the  individual  and  additionally  complicates  the  overall  adminis¬ 
tration  of  the  health-benefits  program.  It  would  permit  enrolled 
employees  to  continue  their  coverage  when  receiving  employees’ 
compensation  even  though  the  original  injury  occurred  prior  to  enact¬ 
ment  of  the  Health  Benefits  Act  of  1959.  Specifically,  this  amendment 
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changes  the  definition  of  an  annuitant  and  permits  him  to  take  his 
coverage  with  him  as  an  annuitant  when  he  returns  to  the  compensa¬ 
tion  rolls. 

Paragraph  3. — This  paragraph  would  include  foster  children  under 
family  enrollment  if  the  children  are  living  with  the  enrolled  employee 
in  a  regular  parent-child  relationship.  The  Civil  Service  Commission 
has  testified  that  foster  children  are  customarily  included  within  the 
purview  of  such  programs  outside  the  Government,  and  the  fact  that 
they  are  not  included  in  the  Federal  program  has  resulted  in  increased 
costs  of  health  benefits  to  some  employees. 

Under  existing  law,  adopted  and  illegitimate  children  are  included, 
but  foster  children  may  not  be  covered  under  an  employee’s  family 
enrollment.  Cases  cited  to  demonstrate  the  inequity  of  the  present 
arrangement  are  those  of  three  employees  who  are,  respectively, 
rearing  grandchildren,  a  niece,  and  a  minor  brother  whose  parents 
are  dead.  These  employees  are  prohibited  by  State  law  from  adopting 
children  so  closely  related.  In  other  cases,  employees  are  bringing 
up  children  under  preadoption  agreements. 

The  Commission  reports  that  the  cost  of  including  foster  children 
under  family  enrollments  would  be  negligible. 

Paragraph  4- — This  paragraph  in  conjunction  with  paragraphs  10 
and  11  would  remove  an  existing  provision  of  the  present  law  requiring 
that  a  married  woman  Government  employee,  if  she  is  to  obtain 
family  health  coverage,  must  pay  the  health-coverage  costs  for  her 
husband  if  he  is  a  nondependent  husband.  Family-plan  coverage  is 
available  to  the  family  of  married  women  Government  employees 
with  the  standard  Government  contribution  only  if  the  husband  is 
in  a  dependent  status.  Cases  have  existed,  however,  in  which  the 
husband  and  wife  are  separated  but  not  divorced,  a  circumstance 
requiring  that  if  the  wife  desires  family  coverage  for  her  children,  she 
must  pay  the  entire  cost  of  the  coverage  for  a  nondependent  husband 
from  whom  she  is  estranged  and  for  whom  she  wishes  to  assume  no 
responsibility. 

This  paragraph  would  obviate  this  and  other  inequities  by  providing 
full  family  coverage  for  the  families  of  married  female  employees  at 
no  additional  cost  to  the  employee,  whether  the  husband  is  dependent 
)  or  not. 

The  estimated  cost  of  this  amendment  to  the  Government  would  be 
approximately  $3  million  per  annum  at  present  contribution  rates. 

Paragraphs  5  and  6. — The  present  act  requires  that  if  an  employee 
is  to  continue  his  health-insurance  coverage  into  retirement,  he  (1) 
must  have  been  enrolled  for  not  less  than  the  5  years  immediately 
preceding  his  retirement  or  (2)  must  have  enrolled  during  his  first 
opportunity.  This  provision  was  enacted  to  prevent  employees  from 
enrolling  immediately  prior  to  retirement  for  the  sole  purpose  of 
enjoying  the  health-benefits  program  as  a  retiree. 

When  the  health-benefits  program  was  put  into  operation  in  1960, 
the  Civil  Service  Commission  and  the  employing  agencies  made  every 
effort  to  advise  all  employees,  both  in  writing  and  in  meetings,  of  the 
provisions  of  the  program.  Some  employees  apparently  did  not  avail 
themselves  of  the  first  opportunity  to  enroll,  however,  possibly  be¬ 
cause  of  the  newness  of  the  program  and  a  failure  to  understand  the 
importance  of  initial  enrollment.  This  amendment  would  enable 
employees  who  enrolled  through  December  31,  1963,  to  retain  their 
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health  plans  in  retirement.  Without  this  amendment,  they  would  be 
ineligible  for  this  coverage  because  they  did  not  enroll  at  the  first 
opportunity.  This  amendment  would  operate  retroactively  as  well 
as  prospectively,  being  applicable  to  enrolled  employees  retiring  on  or 
after  the  date  of  enactment  who  had  no  eligibility  for  health  coverage 
as  annuitants,  as  well  as  annuitants  in  the  same  situation  who  have 
already  retired. 

This  liberalization  is  extended  only  to  those  retired  employees  who 
were  enrolled  in  a  health  plan  and  met  all  other  requirements  at  the 
time  of  retirement  except  that  they  had  not  enrolled  at  the  first 
opportunity.  It  does  not  provide  that  coverage  has  been  in  effect 
retroactively;  nor  does  it  apply  to  retirees  who  retired  without  ever 
having  been  enrolled  in  a  plan. 

Paragraph  7. — This  paragraph  would  authorize  the  Civil  Service 
Commission  to  terminate  the  contract  of  any  insurance  carrier  at  the 
end  of  a  contract  term  if,  during  the  preceding  2  contract  periods,  the  i 
carrier  did  not  have  300  or  more  employees  and  annuitants  enrolled  I 
in  its  plan.  The  Civil  Service  Commission  has  reported  that  the  costs 
of  contract  negotiations  and  settlement,  the  preparation  of  brochures, 
and  other  administrative  processes  and  operations  required  for  the 
continuance  of  such  plans  are  disproportionate  to  the  advantages 
accruing  from  their  continuance. 

There  are  currently  5  plans  with  a  combined  enrollment  of  538 
whose  contracts  could  be  terminated  under  this  amendment.  This 
proposed  change  grants  discretionary  authority  only  to  the  Commis¬ 
sion,  and  it  is  the  committee’s  understanding  upon  assurances  from 
the  Commission  that  no  contract  will  be  terminated  unless  there  is 
another  insurance  plan  of  the  same  kind  available  to  provide  coverage 
for  the  Federal  employees  in  the  area  involved. 

For  example,  if  in  a  sparsely  populated  community  there  were  only 
one  group  health  plan  and  no  others  in  operation,  and  if  this  single 
plan  carried  fewer  than  300  employees  or  annuitants,  the  Commission 
would  not  terminate  its  contract  under  this  paragraph,  since  coverage 
of  the  same  kind  would  not  be  available  through  another  carrier. 
The  Commission  reports,  however,  that  in  an  area  where  a  similar 
plan  were  in  operation,  it  would  be  to  the  advantage  of  the  program  . 
as  a  whole  to  terminate  a  carrier’s  contract  if  the  conditions  described  " 
above  exist. 

Paragraph  5.— The  present  act  requires  a  former  employee  or  an¬ 
nuitant  who  elects  to  convert  to  a  nongroup  contract  to  have  his 
contract  approved  by  the  Commission.  This  paragraph  would  elim¬ 
inate  the  requirement  for  review  and  approval  by  the  Commission  of 
the  conversion  contract. 

The  committee  is  advised  that  the  terms  and  conditions  which  are 
normally  scrutinized  by  the  Commission  are  generally  subject  to 
regulation  by  State  law.  The  Commission’s  view  is  that  it  cannot 
well  review  all  conversion  contracts  that  can  be  offered  under  State 
law.  In  many  cases,  terms  are  specified  by  State  law  and  regulations 
and  cannot  be  changed  by  the  Commission.  The  Commission  advises 
that  its  review  does  little  to  improve  conversion  contracts  and  tends  to 
limit  the  number  available  to  Federal  employees.  As  protection  to 
the  employee  or  annuitant,  the  Commission  states  that  it  wall  continue 
to  provide  in  its  contracts  that  carriers  must  offer  conversion  contracts 
meeting  all  the  important  requirements  of  law  and  regulation,  such  as 
noncancelability  and  elimination  of  waiting  periods. 
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Paragraph  9. — The  present  act  requires  that  a  choice  of  a  cancelable 
or  noncancelable  conversion  policy  be  offered  the  employee  or  annui¬ 
tant  who  elects  to  convert  to  a  nongroup  contract.  This  paragraph 
eliminates  the  requirement  that  this  choice  be  offered,  the  result  being 
only  the  requirement  that  a  noncancelable  policy  be  offered  for  con¬ 
version  purposes.  The  reason  for  this  change  is  that  there  have  been 
no  requests  for  cancelable  conversion  policies,  since  it  is  possible  to 
revoke  the  protection  offered  by  such  a  policy  at  any  time. 

Paragraph  10. — Paragraph  10  is  discussed  under  the  heading  “Para¬ 
graph  4.” 

Paragraph  11. — This  paragraph  corrects  a  technical  defect  in  the 
present  law  whereby  the  Government  contribution  for  the  low-priced 
plan  might  be  more  than  50  percent.  The  literal  wording  of  the 
present  law  would  require  a  Government  contribution  of  more  than  50 
percent  when  the  low  option  of  a  plan  costs  more  than  the  minimum 
contribution  prescribed  by  law  but  less  than  the  lowest  priced  Govern- 
\ment-wide  option.  This  amendment  limits  the  Government  con- 
tribution  to  50  percent  at  the  most. 

Paragraph  12. — The  Health  Benefits  Act  established  a  fund  into 
which  the  contributions  of  those  insured  and  the  Government  are 
paid.  Percentages  of  these  contributions  are  set  aside  to  establish  two 
types  of  reserves:  an  administrative-expense  reserve  to  pay  the  Com¬ 
mission’s  expenses;  and  a  contingency  reserve  for  each  plan,  for  use  in 
defraying  future  rate  increases,  for  reducing  contributions  when  pos¬ 
sible,  or  for  increasing  benefits. 

The  administrative-expense  reserve  is  an  amount  determined  by 
the  Commission  as  adequate  but  not  to  exceed  1  percent  of  all  con¬ 
tributions.  The  contingency  reserve  set-aside  similarly  may  not 
exceed  3  percent. 

The  1 -percent  set-aside  has  accumulated  a  sum  more  than  adequate 
to  pay  administrative  expenses.  Paragraph  12  would  authorize  the 
Commission  to  reduce  the  administrative-reserve  fund  and  to  avoid 
accumulation  by  transferring  the  excess  to  the  contingenc}^  reserves, 
where  it  can  be'  utilized  to  benefit  subscribers.  Unused  funds  would 
be  allocated  to  the  contingency  reserves  of  participating  plans  in 
proportion  to  the  subscription  charges  of  the  plans. 

)  The  Commission  advises  that  a  reduction  in  the  1 -percent  set- 
aside  would  necessitate  changes  of  a  few  cents  each  per  pay  period  in 
the  amounts  withheld  from  the  pay  of  more  than  2  million  participants. 
The  expense  of  making  these  payroll  changes  can  be  avoided  if  the 
authority  provided  by  paragraph  12  is  enacted. 

Paragraph  18. — This  paragraph  amends  the  Health  Benefits  Act 
by  the  addition  of  the  following  language : 

“(d)(1)  Whenever  the  assets,  liabilities,  and  membership  of  em¬ 
ployee  organizations  sponsoring  or  underwriting  plans  approved 
under  section  4(3)  have  been  or  are  hereafter  merged,  the  assets 
(including  contingency  reserves)  and  liabilities  of  the  plans  sponsored 
or  underwritten  by  the  merged  organizations  shall,  at  the  beginning 
of  the  contract  term  next  following  the  date  of  the  merger  or  enact¬ 
ment  of  this  subsection,  be  transferred  to  the  plan  sponsored  or  under 
written  by  the  successor  organization.  Each  employee  or  annuitant 
hereafter  affected  by  a  merger  shall  also  be  transferred  to  the  plan 
sponsored  or  underwritten  by  the  successor  organization  unless  he 
enrolls  in  another  plan  under  this  Act. 
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“(2)  Except  as  provided  in  paragraph  (1)  of  this  subsection,  when¬ 
ever  a  plan  described  under  section  4(3)  or  4(4)  is  or  has  been  discon¬ 
tinued  under  this  Act,  the  contingency  reserve  of  that  plan  shall  be 
credited  to  the  contingency  reserves  of  the  plans  continuing  under 
tins  Act  for  the  contract  term  following  that  in  which  termination 
occurs,  each  reserve  to  be  credited  in  proportion  to  the  amount  of 
the  subscription  charges  paid  and  accrued  to  the  plan  for  the  year  of 
termination.” 

This  new  subsection,  by  permitting  the  reserve  funds  of  an  employee- 
organization  health  plan  to  be  transferred  to  the  health  plan  of  another 
employee  organization  as  part  of  an  organization  merger,  deals  in  an 
equitable  way  with  a  situation  unforeseen  when  the  organic  measure 
was  enacted. 

The  committee’s  attention  was  specifically  drawn  to  this  set  of 
circumstances  in  connection  with  a  merger  which  took  place  in  May 
1961  between  the  National  Federation  of  Post  Office  Clerks  and  the 
United  National  Association  of  Post  Office  Craftsmen.  In  July  19611 
a  further  merger  took  place,  in  which  the  National  Postal  Transport' 
Association  merged  with  the  two  previously  consolidated  associations 
to  form  the  present  United  Federation  of  Postal  Clerks.  The  United 
National  Association  of  Post  Office  Craftsmen  (UNAPOC)  and  the 
National  Federation  of  Post  Office  Clerks  operated  extensive  health- 
benefits  plans.  In  the  course  of  negotiations  leading  up  to  the 
merger,  it  was  agreed  that  both  plans  would  continue  to  operate  after 
the  merger  and  until  the  next  "open  season”  scheduled  for  October 
1961. 

At  that  time,  when  an  option  was  granted  employees  to  switch  plans, 
those  enrolled  in  the  UNAPOC  plan  could  change  to  the  plan  operated 
by  the  successor  organization.  Approximately  79  percent  of  the 
UNAPOC  enrollees  switched  to  the  plan  of  the  United  Federation  of 
Postal  Clerks  during  the  "open  season.”  The  reserve  funds  built  up 
by  the  UNAPOC  plan  and  belonging  to  those  who  had  been  members 
of  it  may  not  now  under  existing  law  be  transferred  to  the  plan  of  the 
United  Federation  of  Postal  Clerks.  The  reserve  funds  exist  in  a 
limbo  from  which  they  may  not  be  removed  so  that  they  can  be  of 
benefit  to  those  members  of  the  United  Federation  of  Postal  Clerks 
plan  to  whom  they  rightfully  belong.  | 

This  difficulty  has  been  discussed  in  detail  with  responsible  officials 
of  the  U.S.  Civil  Service  Commission,  who  have  been  thoroughly 
apprised  of  the  details  surrounding  it.  Books  and  other  papers  of  the 
organizations  concerned  have  been  inspected  by  the  Commission,  the 
committee  is  advised.  The  Commission  endorses  and  recommends 
this  amendment,  seeing  it  as  a  solution  to  the  existing  problem  and  a 
method  for  handling  further  such  occurrences.  It  is  the  committee’s 
understanding  that  upon  the  enactment  of  this  measure,  the  reserve 
funds  of  the  plan  operated  by  the  United  National  Association  of 
Post  Office  Craftsmen  may  be  transferred  and  paid  out  without 
encumbrance  to  the  plan  of  the  United  Federation  of  Postal  Clerks. 

Paragraph  13  also  makes  provision  for  the  disposition  of  the  con¬ 
tingency  reserves  of  discontinued  plans,  the  act  of  1959  being  silent 
in  this  regard.  This  paragraph  authorizes  the  Civil  Service  Commis¬ 
sion,  except  in  the  case  of  a  plan  discontinued  through  merger,  to 
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pro  rate  the  contingency  reserves  of  a  discontinued  plan  among  those 
other  plans  remaining  in  the  program  for  the  contract  term  following 
that  in  which  the  termination  occurs.  Each  reserve  would  be  credited 
in  proportion  to  the  amount  of  the  subscription  charges  paid  and 
accrued  for  the  year  of  termination. 

This  amendment  would  establish  an  orderly  means  of  disposing  of 
the  contingency  reserves  of  discontinued  plans.  Equity  would  be 
served  by  crediting  each  plan  remaining  in  the  program  in  proportion 
to  the  amount  of  its  premiums  for  the  year  in  which  the  discontinu¬ 
ance  of  one  or  more  plans  occurs.  By  this  means,  the  contingency 
reserve  funds  of  discontinued  plans  would  bo  distributed  roughly  in 
accordance  with  the  number  of  members  covered  by  each  of  the 
remaining  plans. 

Paragraph  14 • — Under  the  present  law,  an  employee  who  is  errone¬ 
ously  removed  or  suspended  from  his  position  and  then  restored  is 
deprived  of  coverage  and  benefits  during  the  period  of  his  removal. 

)  The  employee’s  coverage,  when  he  is  restored,  is  made  retroactive, 
adjustment  of  premiums  and  claims  being  made  back  to  the  date  of 
his  removal.  It  has  occurred  that  employees  erroneously  removed 
have  had,  during  the  period  of  suspension,  no  need  of  health  coverage. 
They  were  impelled  under  existing  law,  however,  to  pay  back  premi¬ 
ums,  even  though  they  would  have  filed  no  claims  for  coverage  had 
they  been  on  the  job.  This  amendment  would  permit  a  restored 
emplovee  to  elect  either  retroactive  coverage  or  enrollment  as  a  new 
employee.  Thus  an  employee  could  elect  to  enroll  afresh  if  he  had 
not  needed  retroactive  coverage,  because  he  had  little  or  no  medical 
expense  or  because  he  had  bought  other  health  insurance  during  the 
period  of  removal. 

Section  2. — This  section  would  establish  the  effective  date  of  the 
elimination  of  the  discrimination  in  premium  contributions  against 
married  women  at  the  first  day  of  the  first  pay  period  90  days  after 
enactment.  This  section  would  allow  Government  payroll  offices  to 
prepare  for  the  changes  which  paragraphs  4,  10,  and  11  will  bring 
about. 

COST 

With  the  exception  of  the  estimated  cost  of  $3  million  per  annum  to 
equalize  health-benefits  coverage  as  between  men  and  women,  enact¬ 
ment  of  this  measure  will  not  result  in  any  net  added  costs.  The 
Commission  estimates,  in  fact,  that  minor  savings  in  administrative 
expenses  will  result. 

HEARINGS 

Public  hearings  on  S.  1561  were  conducted  June  24,  1963,  by  the 
Health  Benefits  and  Life  Insurance  Subcommittee. 

AGENCY  VIEWS 

Following  are  letters  of  transmittal  and  statements  of  purpose  and 
justification  on  the  provisions  of  S.  1561  from  the  LT.S.  Civil  Service 
Commission: 
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U.S.  Civil  Service  Commission, 

Washington ,  D.C.,  May  8,  1963. 


Hon.  Lyndon  B.  Johnson, 

President  of  the  Senate, 

Washington,  D.C. 

(SPDear  Mr.  President:  The  Civil  Service  Commission  is  submitting 
with  this  letter,  for  the  consideration  of  the  Congress,  proposed 
amendments  to  the  Federal  Employees  Health  Benefits  Act.  The 
proposed  amendments  would  remove  certain  inequities  in  the  applica¬ 
tion  of  the  act  and  simplify  its  administration.  Enclosed  are  a  draft 
bill,  sectional  analysis,  and  a  statement  of  purpose  and  justification 
which,  respectively,  set  forth,  analyze,  and  give  reasons  for  the  pro¬ 
posed  amendments.  These  state  the  nature  of  the  proposals  specifi¬ 
cally  and  in  detail. 

The  Bureau  of  the  Budget  advises  that  there  would  be  no  objection 
from  the  standpoint  of  the  administration’s  program  to  submission  of 
the  draft  bill. 

A  similar  letter  is  being  sent  the  Speaker  of  the  House  of  Repre¬ 


sentatives. 

By  direction  of  the  Commission: 
Sincerely  yours, 


John  W.  Macy,  Jr.,  Chairman. 


STATEMENT  OF  PURPOSE  AND  JUSTIFICATION 

Our  experience  to  date  under  the  Federal  Employees 
Health  Benefits  Act  has  revealed  a  number  of  problems 
winch  arise  from  the  application  of  the  act  to  particular 
circumstances,  some  of  which  were  unforeseen  prior  to  enact¬ 
ment  of  the  law.  The  purpose  of  the  proposed  legislation 
is  to  solve  some  of  these  problems,  remove  certain  inequities 
in  the  application  of  the  act,  and  simplify  its  administration. 
No  added  Government  costs  will  result  from  the  proposed 
changes.  They  will  instead  produce  minor  savings,  the 
amount  of  which  cannot  be  estimated. 

The  proposals  have  been  stated  in  the  sectional  analysis 
and  the  reasons  for  the  amendments  follow. 

(1)  and  (2)  are  intended  to  eliminate  termination  of  eligi¬ 
bility  for  health-benefits  coverage  where  an  enrolled  employee 
becomes  entitled  to  employees’  compensation  based  on  an 
injury  suffered  before  enactment  of  the  act.  The  compen¬ 
sable  disability  may  remit  and  recur  again  and  again.  Each 
time  the  individual  returns  to  the  active  rolls  as  an  employee 
he  is  eligible  to  enroll  as  an  employee  and  each  time  he  goes 
on  the  compensation  rolls  he  loses  eligibility.  This  is  unfair 
to  the  individual  and  complicates  administration.  The  pro¬ 
posed  amendment,  by  changing  the  definition  of  annuitant, 
would  permit  the  employee  enrolled  under  the  Federal 
Employees  Health  Benefits  Act  to  take  his  coverage  with 
him,  as  an  annuitant,  when  he  returns  to  the  compensation 
rolls. 

(3)  Customarily  health  benefits  insurers  have  included 
foster  children  in  family  memberships.  They  were  not  so 
included  under  the  Federal  program  and  the  result  was  an 
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increased  cost  of  health  benefits  to  some  employees.  Among 
cases  which  have  come  to  our  attention  are  those  of  three 
employees  who  are,  respectively,  rearing  grandchildren,  a 
niece,  and  a  minor  brother,  whose  parents  are  dead.  In 
each  of  these  cases  the  employee  is  precluded  by  State  law 
from  adopting  children  so  closely  related.  In  other  cases 
employees  are  rearing  children  under  preadoption  agree¬ 
ments.  The  latent  additional  cost  of  covering  foster  children 
is  negligible. 

(4) ”  Under  present  law  an  employee  in  order  to  continue 
coverage  after  retirement  must  have  been  enrolled  for  not 
less  than  the  5  years  immediately  preceding  his  retirement 
or  must  have  enrolled  during  the  first  enrollment  period. 
The  Commission  and  other  involved  agencies  made  every 
effort  to  inform  all  employees  concerning  the  health  pro¬ 
gram.  However,  some  employees,  because  of  the  newness 
of  the  program  and  a  failure  to  comprehend  the  importance 
of  initial  enrollment,  did  not  avail  themselves  of  the  first 
opportunity  to  enroll.  The  present  amendment  will  enable 
those  who  enroll  up  through  December  31,  1963,  to  keep  their 
health  plans  after  retirement. 

(5)  This  provision  would  permit  the  Commission  to 
terminate  the  contract  of  any  carrier  at  the  end  of  a  contract 
period  if  during  the  preceding  2  contract  periods  the  carrier 
did  not  have  300  or  more  employees  and  annuitants  enrolled 
in  its  plan.  There  are  currently  (December  1962)  5  plans, 
with  a  combined  enrollment  of  538,  whose  contracts  could  be 
terminated  under  this  proposed  authority.  The  amendment 
here  proposed  would  impose  little,  if  any,  additional  work¬ 
load  upon  the  Commission.  The  costs  of  contract  negotia¬ 
tion  and  settlement,  preparation  of  brochures,  and  other  ad¬ 
ministrative  processes  and  operations  necessary  for  such 
plans  are  disproportionate  to  any  advantage  resulting  from 
their  inclusion  as  carriers. 

(6)  The  present  act  requires  a  former  employee  or  annuitant 
who  elects  to  convert  to  a  nongroup  contract  to  pay  the  full 
periodic  charges  on  such  terms  and  conditions  as  are  pre¬ 
scribed  by  the  carrier  and  approved  by  the  Commission. 
These  terms  and  conditions  are  generally  subject  to  regula¬ 
tion  by  State  law.  The  Commission  cannot  well  review  all 
conversion  contracts  that  can  be  offered  under  State  law.  In 
many  cases  terms  are  specified,  at  least  in  part,  by  State  laws 
and  regulations,  and  cannot  be  altered  by  the  Commission. 
Consequently  review  by  the  Commission  does  little  to  im¬ 
prove  the  conversion  contracts  and  tends  to  limit  the  number 
of  conversion  contracts  available  to  departing  Federal  em¬ 
ployees  to  those  which  have  been  filed  with  the  Commission 
and  processed  by  the  Commission’s  staff.  The  Commission 
will  continue  to  provide  in  its  contracts  that  carriers  must 
offer  conversion  contracts  which  meet  certain  requirements  of 
law  and  regulations,  such  as  noncancelability  and  elimination 
of  waiting  periods. 

(7)  Present  law  requires  that  the  employee  or  annuitant 
be  offered  the  choice  of  a  cancelable  or  noncancelable  con¬ 
version  policy.  There  have  been  no  requests  for  cancelable 
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conversion  policies.  Moreover,  the  protection  offered  by 
such  a  policy  is  somewhat  illusory  as  it  can  be  revoked  at 
any  time.  Under  the  circumstances  it  would  seem  to  be  in 
the  best  interest  of  Federal  employees  to  require  only  that  a 
noncancelable  policy  be  offered  for  conversion  purposes. 

This  would  not  prohibit  a  carrier  offering  the  additional 
option  of  a  cancelable  policy  if  it  so  desired. 

(8)  The  literal  wording  of  section  7(a)(2)  of  the  present 
law  would  require  a  Government  contribution  amounting  to 
more  than  50  percent  when  the  lowest  priced  Government¬ 
wide  option  costs  more  than  the  minimum  prescribed  by 
law  and  the  employee  enrolls  in  a  plan  costing  more  than 
the  legal  minimum  but  less  than  the  lowest  priced  Govern¬ 
ment-wide  option.  This  does  not  appear  to  have  been  the 
intent  of  Congress.  This  amendment  limits  the  Government 
contribution  to  50  percent  at  most  in  cases  of  this  sort. 

(9)  Two  of  the  original  plans  have  already  discontinued 
participation  in  the  Federal  employees  health  benefits  pro¬ 
gram.  The  present  act  makes  no  provision  for  the  disposi¬ 
tion  of  the  contingency  reserves  of  discontinued  plans.  The 
proposal  herein  made  is,  we  feel,  an  equitable  method  of 
disposing  of  these  funds.  Each  plan  will  be  credited  in 
proportion  to  the  amount  of  its  premiums  for  the  year  of 
discontinuance — which,  roughly,  reflects  the  number  of 
persons  covered  by  the  plan. 

(10)  The  present  law  provides  that  an  employee  who  is 
removed  or  suspended  and  then  restored  to  duty  shall  not 
be  deprived  of  coverage  and  benefits  for  the  interim  period. 

To  this  end  it  requires  appropriate  adjustments  in  contribu¬ 
tions  and  claims.  The  proposed  amendment  would  permit 
a  restored  employee  to  elect  whether  to  have  retroactive 
coverage,  or  to  enroll  as  a  new  employee.  Restored  em¬ 
ployees  will  not  need  or  want  retroactive  coverage  where 
their  medical  expenses  during  the  period  of  removal  or  sus¬ 
pension  are  minor. 

U.S.  Civil  Service  Commission, 

Washington.  D.C.,  June  20,  1963. 

Hon.  Lyndon  B.  Johnson, 

President  oj  the  Senate, 

Washington,  D.C. 

Dear  Mr.  President:  The  Civil  Service  Commission  is  submit¬ 
ting  with  this  letter,  for  the  consideration  of  the  Congress,  a  proposed 
amendment  to  the  Federal  Employees  Health  Benefits  Act.  The 
proposed  amendment  would  authorize  the  Commission  to  transfer 
unused  funds  from  the  administrative  expense  reserve  created  by  the 
act  to  the  contingency  reserves  of  the  various  health  plans  in  proportion 
to  their  annual  subscription  charges.  A  draft  bill  and  a  statement  of 
purpose  and  justification  are  enclosed. 

The  Bureau  of  the  Budget  advises  that  enactment  of  the  proposed 
legislation  will  be  consistent  with  the  administration’s  objectives. 
A  similar  letter  is  being  sent  to  the  Speaker  of  the  House  of  Repre¬ 
sentatives. 

By  direction  of  the  Commission: 

Sincerely  yours, 


John  W.  Macy,  Jr.,  Chairman. 


AMEND  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  ACT 
STATEMENT  OF  PURPOSE  AND  JUSTIFICATION 

The  Federal  Employees  Health  Benefits  Act  of  1959 
creates  an  employees  health  benefits  fund  into  which  are 
paid  contributions  of  employees,  annuitants,  and  the 
Government.  Section  8(b)  ol  the  act  reads  in  part  as 
follows: 

“(b)  Portions  of  the  contributions  made  by  employees, 
annuitants,  and  the  Government  shall  be  regularly  set  aside 
in  the  Fund  as  follows:  (1)  a  percentage,  not  to  exceed  one 
per  centum  of  all  such  contributions,  determined  by  the 
Commission  as  reasonably  adequate  to  pa}7  the  adminis¬ 
trative  expenses  made  available  by  section  9;  (2)  for  each 
health  benefits  plan,  a  percentage,  not  to  exceed  three  per 
centum  of  the  contributions  toward  such  plan,  determined 
by  the  Commission  as  reasonably  adequate  to  provide  a 
contingency  reserve.  *  *  *”  ...  . 

The  purpose  of  the  proposed  legislation  is  to  authorize  the 
Commission  to  transfer  unneedecl  funds  from  the  adminis¬ 
trative  expense  reserve  to  the  contingency  reserves  of  the 
various  plans  in  proportion  to  the  subscription  charges  they 
have  received  in  the  preceding  contract  term. 

By  regulation,  the  Commission  has,  since  the  start  of  the 
health  benefits  program,  been  setting  aside  1  percent  of 
contributions  as  a  reserve  for  its  expense  in  administering  the 
program.  At  the  outset  it  was  not  possible  to  estimate  with 
precision  what  the  administrative  costs  would  be.  AV  liile 
the  1 -percent  set-aside  proved  reasonable  in  implementing 
the  program,  experience  has  shown  that  the  continued  setting 
aside  of  1  percent  of  contributions  will  accumulate  a  sum 
which  is  more  than  reasonably  adequate  to  pay  adminis¬ 
trative  expenses  and  that  a  smaller  percentage  would,  under 
normal  circumstances,  be  reasonably  adequate. 

Several  alternative  proposals  for  avoiding  an  unreasonable 
accumulation  in  the  fund  have  been  considered,  but  each  has 
disadvantages.  For  example,  the  Commission  could  simply 
reduce  the  1  percent  and  set  aside  a  lesser  percentage  for 
administrative  purposes  as  of  the  new  contract  term  begin¬ 
ning  in  November  1963.  This  could  be  done  efficiently  if 
at  the  start  of  the  new  contract  term  all  plans  changed  their 
subscription  charges.  But,  as  far  as  we  can  foresee,  all 
plans  will  never  simultaneously  change  their  subscription 
charges.  Therefore,  in  order  to  now  reduce  (and  perhaps 
later  increase)  the  set-aside  (presently  about  $0.08  per  em¬ 
ployee  per  biweekly  pay  period),  it  would  be  necessary  to 
make  payroll  changes  for  all  of  the  more  than  2  million 
employees  and  annuitants  enrolled  in  the  program. 

The  contingency  reserves  of  the  individual  health  plans 
may  be  used  to  defray  increases  in  future  premium  rates, 
reduce  the  contributions  of  employees  and  the  Government, 
or  to  increase  the  benefits  provided  by  the  plans.  The 
legislation  proposed  will  enable  the  Commission  to  transfer 
excess  administrative  reserves  to  increase  contingency 
reserves  where  the  funds  transferred  would  be  available  to 
give  a  direct  benefit  to  employees.  The  allocation  of  these 
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funds  to  plans  in  proportion  to  their  subscription  charges  is, 
we  feel,  an  equitable  method. 

Enactment  of  the  proposal  would  authorize  a  procedure  in 
fund  management  analogous  to  the  manner  in  which  the 
Federal  employees  life  insurance  fund  is  administered. 
Under  the  Federal  Employees’  Group  Life  Insurance  Act 
the  entire  fund,  composed  of  employee  and  Government 
contributions,  except  for  the  Civil  Service  Commission’s 
actual  administrative  expenses,  is  available  to  meet  premium 
payments,  including  increases  in  those  payments  which 
might  arise  because  of  various  contingencies.  The  health 
benefits  fund  is  presently  less  fluid  because  of  the  restriction 
on  use  of  the  administrative  expense  reserve.  Allowing  the 
Commission  to  transfer  excess  administrative  reserve  funds 
to  contingency  reserves  would  permit  more  flexible  use  of  the 
administrative  reserve  fund,  comparable  to  the  life  insurance 
method  which  has  proved  satisfactory. 

Another  advantage  would  accrue  immediately  upon  enact¬ 
ment  of  the  legislation.  Enactment  would  permit  reduction 
of  the  administrative  reserve  to  the  optimum  level  im¬ 
mediately  and  enable  it  to  be  kept  there  without  periodic 
adjustment  of  the  set-aside. 

The  legislation  will  not  require  any  increase  in  staff  or 
existing  level  of  expenditures. 

CHANGES  IN  EXISTING  LAW 

in  compliance  with  subsection  4  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted 
is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman): 

Federal  Employees  Health  Benefits  Act  of  1959 

4«  4<  4s  *  *  *  * 

Sec.  2.  As  used  in  this  Act-— 

4s  4s  4«  4s  4s  %  4s 

(c)  “Annuitant”  means — 

4s  4«  4«  4«  Sfe  4c  4e 

(3)  an  employee  who  receives  monthly  compensation  under 
the  Federal  Employees’  Compensation  Act  [as  a  result  of  injury 
sustained  or  illness  contracted  on  or  after  such  date  of  enactment] 
and  who  is  determined  by  the  Secretary  of  Labor  to  be  unable 
to  return  to  duty,  and 

(4)  a  member  of  a  family  who  receives  monthly  compensation 
under  the  Federal  Employees’  Compensation  Act  as  the  surviving 
beneficiary  of  (A)  an  employee  who,  having  completed  five  or 
more  years  of  service,  dies  as  a  result  of  illness  or  injury  compen¬ 
sable  under  such  Act  or  (B)  a  former  employee  who  is  separated 
after  having  completed  five  or  more  years  of  service  and  who 
dies  while  receiving  monthly  compensation  under  such  Act  [on 
account  of  injury  sustained  or  illness  contracted  on  or  after  such 
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date  of  enactment]  and  has  been  held  by  the  Secretary  of  Labor 
to  have  been  unable  to  return  to  duty. 

*  *****  * 

(d)  “Member  of  family”  means  an  employee’s  or  annuitant’s  spouse 
and  any  unmarried  child  (1)  under  the  age  ol  nineteen  years  (includ¬ 
ing  (A)  an  adopted  child,  and  (B)  a  [stepchild]  stepchild,  foster  child, 
or  recognized  natural  child  who  lives  with  the  employee  or  annuitant 
in  a  regular  parent-child  relationship),  or  (2)  regardless  of  age  who 
is  incapable  of  self-support  because  of  mental  or  physical  incapacity 
that  existed  prior  to  his  reaching  the  age  of  nineteen  years. 

[(e)  “Dependent  husband”  means  a  husband  who  is  incapable  of 
self-support  by  reason  of  mental  or  physical  disability  which  can  be 
expected  to  continue  for  more  than  one  year.] 

******* 
ELECTION  OF  COVERAGE 

Sec.  3.  (a)  Any  employee  may,  at  such  time,  in  such  manner,  and 
under  such  conditions  of  eligibility  as  the  Commission  may  by  regula¬ 
tion  prescribe,  enroll  in  an  approved  health  benefits  plan  described  in 
section  4  either  as  an  individual  or  for  self  and  family.  Such  regu¬ 
lations  may  provide  for  the  exclusion  of  employees  on  the  basis  of  the 
nature  and  type  of  their  employment  or  conditions  pertaining  thereto, 
such  as,  but  not  limited  to,  short-term  appointments,  seasonal  or  inter¬ 
mittent  employment,  and  employment  of  like  nature,  but  no  employee 
or  group  of  employees  shall  be  excluded  solely  on  the  basis  of  the 
hazardous  nature  of  their  employment. 

(b)  Any  annuitant  who  at  the  time  he  becomes  an  annuitant  shall 
have  been  enrolled  in  a  health  benefits  plan  under  this  Act — 

(1)  for  a  period  not  less  than  (A)  the  five  years  of  service 
immediately  preceding  retirement  or  (B)  the  full  period  or 
periods  of  service  between  the  last  day  of  the  first  period,  as 
prescribed  by  regulations  of  the  Commission,  in  which  he  is  eli¬ 
gible  to  enroll  in  such  a  plan  and  the  date  on  which  he  becomes 
an  annuitant,  whichever  is  shorter,  or  (C)  the  full  period  or  periods 
of  service  beginning  with  the  enrollment  which  became  effective  not 
later  than  December  81,  1963,  and  ending  with  the  date  on  which  he 
becomes  an  annuitant,  or 

******* 

(g)  Any  annuitant  ( including  an  individual  receiving  monthly  com.- 
pensation  as  a  result  of  injury  sustained  prior  to  the  e  ffective  date  specified 
in  section  16  and  who  would  be  an  annuitant  if  the  injury  or  illness  had 
been  sustained  or  contracted  on  or  after  that  date)  who  at  the  tame  he  became 
an  annuitant  shall  have  been  enrolled  in  a  health  benefits  plan  under  this 
Act  and  who  at  the  time  he  became  an  annuitant  was  ineligible  to  continue 
his  enrollment  may,  upon  his  application  bejore  July  1,  196 j,  and  under 
such  other  conditions  of  eligibility  as  the  Commission  may  by  regulation 
prescribe,  prospectively  enroll  in  an  approved  health  benefits  plan  described 
in  section  Jf  either  as  an  individual  or  for  self  and  family. 
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CONTRACTING  AUTHORITY 

Sec.  6.  (a)  The  Commission  is  authorized,  without  regard  to  section 
3709  of  the  Revised  Statutes  or  any  other  provision  of  law  requiring 
competitive  bidding,  to  enter  into  contracts  with  qualified  carriers 
offering  plans  described  in  section  4.  Each  such  contract  shall  be 
for  a  uniform  term  of  at  least  one  year,  but  may  be  made  automati¬ 
cally  renewable  from  term  to  term  in  the  absence  of  notice  of  termina¬ 
tion  by  either  party. 

5ft  5ft  5|C  3je 

(d)  The  Commission  is  authorized  to  prescribe  regulations  fixing 
reasonable  minimum  standards  for  health  benefits  plans  described  in 
section  4  and  for  carriers  offering  such  plans.  Approval  of  such  a 
plan  shall  not  be  withdrawn  except  after  notice,  and  opportunity  for 
hearing  without  regard  to  the  Administrative  Procedure  Act,  to  the 
carrier  or  carriers  concerned.  The  Commission  may  terminate  the 
contract  of  any  carrier  effective  at  the  end  of  a  contract  term  if  the  Com¬ 
mission  finds  that  at  no  time  during  the  preceding  two  contract  terms  did 
the  carrier  have  three  hundred  or  more  employees  and  annuitants  ( exclu¬ 
sive  of  family  members )  enrolled  for  its  plan. 

******* 

(f)  No  contract  shall  be  made  or  plan  approved  which  does  not 
offer  to  each  employee  and  annuitant  whose  enrollment  in  the  plan  is 
terminated,  other  than  by  a  cancellation  of  enrollment,  a  temporary 
extension  of  coverage  during  which  he  may  exercise  the  option  to 
convert,  without  evidence  of  good  health,  to  a  nongroup  contract  pro¬ 
viding  health  benefits.  An  employee  or  annuitant  who  exercises  this 
option  shall  pay  the  full  periodic  charges  of  the  nongroup  [contract, 
on  such  terms  or  conditions  as  are  prescribed  by  the  carrier  and 
approved  by  the  Commission^  contract. 

(g)  The  benefits  and  coverage  made  available  pursuant  to  the 
provisions  of  subsection  (f)  shall [,  at  the  option  of  the  employee  or 
annuitant, J  be  noncancelable  by  the  carrier  except  for  fraud,  overin¬ 
surance,  or  nonpayment  of  periodic  charges. 

******* 

Sec.  7.  (a)(1)  Except  as  provided  in  paragraph  (2)  of  this  sub¬ 
section,  the  Government  contribution  for  health  benefits  for  em¬ 
ployees  or  annuitants  enrolled  in  health  benefits  plans  under  this  Act, 
in  addition  to  the  contributions  required  by  paragraph  (3),  shall  be 
50  per  centum  of  the  lowest  rates  charged  by  a  carrier  for  a  level  of 
benefits  offered  by  a  plan  under  paragraph  (1)  or  paragraph  (2)  of 
section  4,  but  (A)  not  less  than  $1.25  or  more  than  $1.75  biweekly 
for  an  employee  or  annuitant  who  is  enrolled  for  self  alone,  and  (B)  not 
less  than  $3  or  more  than  $4.25  biweekly  for  an  employee  or  annuitant 
who  is  enrolled  for  self  and  family  [(other  than  as  provided  in  clause 
(C)  of  this  paragraph),  and  (C)  not  less  than  $1.75  or  more  than 
$2.50  biweekly  for  a  female  employee  or  annuitant  enrolled  for  self 
and  family  including  a  nondependent  husbandj. 

[(2)  For  an  employee  or  annuitant  enrolled  in  a  plan  described 
under  section  4  (3)  or  (4)  for  which  the  biweekly  subscription  charge 
is  less  than  $2.50  for  an  employee  or  annuitant  enrolled  for  self  alone 
or  $6  for  an  employee  or  annuitant  enrolled  for  self  and  family,  the 
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contribution  of  the  Government  shall  be  50  per  centum  of  such  sub¬ 
scription  charge,  except  that  if  a  nondependent  husband  is  a  member 
of  the  family  of  a  female  employee  or  annuitant  who  is  enrolled  lor 
herself  and  family  the  contribution  of  the  Government  shall  be  30 
per  centum  of  such  subscription  charge.] 

(2)  For  an  employee  or  annuitant  enrolled  in  a  plan  described  under 
section  4  (3)  or  (4)  for  which  the  biweekly  subscription  charge  is  less  than 
twice  the  Government  contribution  established  under  paragraph  (1)  oj 
this  subsection,  the  Government  contribution  shall  be  50  per  centum  oj  the 
subscription  charge. 

******* 
EMPLOYEES  HEALTH  BENEFITS  FUND 

Sec.  8.  (a)  *  *  * 

(b)  Portions  of  the  contributions  made  by  employees,  annuitants, 

1  and  the  Government  shall  be  regularly  set  aside  in  the  Fund  as  fol¬ 
lows:  (1)  a  percentage,  not  to  exceed  1  per  centum  of  all  such  contri¬ 
butions,  determined  by  the  Commission  as  reasonably  adequate  to  pay 
the  administrative  expenses  made  available  by  section  9;  (2)  for  each 
health  benefits  plan,  a  percentage,  not  to  exceed  3  per  centum  of  the 
contributions  toward  such  plan,  determined  by  the  Commission  as  rea¬ 
sonably  adequate  to  provide  a  contingency  reserve.  The  Commission, 
from  time  to  time  and  in  such  amounts  as  it  considers  appropriate,  may 
transfer  unused  funds  for  administrative  expenses  to  the  contingency 
reserves  oj  the  plans  then  under  contract  with  the  Commission.  11  hen 
funds  are  so  transferred,  each  contingency  reserve  shall  be  credited  in 
'proportion  to  the  total  amount  of  the  subscription  charges  paid  and 
accrued  to  the  plan  for  the  contract  term  preceding  the  contract  term,  in 
which  the  transfer  is  made.  The  income  derived  from  any  dividends, 
rate  adjustments,  or  other  refunds  made  by  a  plan  shall  be  credited 
to  its  contingency  reserve.  The  contingency  reserves  may  be  used  to 
defray  increases  in  future  rates,  or  may  be  applied  to  reduce  the 
contributions  of  employees  and  the  Government  to,  or  to  increase  the 
benefits  provided  by,  the  plan  from  which  such  reserves  are  derived, 
as  the  Commission  shall  from  time  to  time  determine. 

(c)  The  Secretary  of  the  Treasury  is  authorized  to  invest  and 
reinvest  any  of  the  moneys  in  the  Fund  in  interest-bearing  obligations 
of  the  United  States  and  to  sell  such  obligations  of  the  United  States 
for  the  purposes  of  the  Fund.  The  interest  on  and  the  proceeds  from 
the  sale  of  any  such  obligations  shall  become  a  part  of  the  fund. 

(d) (1)  Whenever  the  assets,  liabilities  and  membership  of  employee 
organizations  sponsoring  or  underwriting  plans  approved  under  sec¬ 
tion  4(3)  have  been  or  are  hereafter  merged,  the  assets  (including  contin- 
gency  reserves)  and  liabilities  of  the  "plans  sponsored  or  underwritten  by 
the  merged  organizations  shall,  at  the  beginning  of  the  contract  term  next 
following  the  'date  of  the  merger  or  enactment  of  this  subsection,  be  trans¬ 
ferred  to  the  plan  sponsored  or  underwritten  by  the  successor  organization. 
Each  employee  or  annuitant  hereafter  affected  by  a  merger  shall  also  be 
transferred  to  the  plan  sponsored  or  underwritten  by  the  successor  organi¬ 
zation  unless  he  enrolls  in  another  plan  under  this  Act. 

(2)  Except  as  provided  in  paragraph  ( 1 )  of  this  subsection,  whenever  a 
plan  described  under  section  4(3)  or  4(4)  ^  or  has  been  discontinued  under 
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this  Act,  the  contingency  reserve  of  that  plan  shall  be  credited  to  the  contin¬ 
gency  reserves  of  the  plans  continuing  under  this  Act  for  the  contract  term 
following  that  in  which  termination  occurs,  each  reserve  to  be  credited  in 
proportion  to  the  amount  of  the  subscription  charges  paid  and  accrued  to 
the  plan  for  the  year  of  termination. 

******* 

ADMINISTRATION 

Sec.  10.  (a)  The  Commission  is  authorized  to  promulgate  such 
regulations  as  may  be  necessary  to  carry  out  the  provisions  of  this  Act. 
******* 

[(c)  Any  employee  enrolled  in  a  plan  under  this  Act  who  is  removed 
or  suspended  without  pay  and  later  reinstated  or  restored  to  duty 
on  the  ground  that  such  removal  or  suspension  was  unjustified  or 
unwarranted  shall  not  be  deprived  of  coverage  or  benefits  for  the 
interim  but  shall  have  his  coverage  restored  to  the  same  extent  and 
effect  as  though  such  removal  or  suspension  had  not  taken  place,  and 
appropriate  adjustments  shall  be  made  in  premiums,  subscription 
charges,  contributions,  and  claims.] 

(c)  Any  employee  enrolled  in  a  plan  under  this  Act  who  is  removed  or 
suspended  without  pay  and  later  reinstated  or  restored  to  duty  on  the 
ground  that  such  removal  or  suspension  was  unjustified  or  unwarranted 
may,  at  his  option,  enroll  as  a  new  employee  or  have  his  coverage  restored 
to  the  same  extent  and  effect  as  though  his  removal  or  suspension  had  not 
taken  place  with  appropriate  adjustments  made  in  contributions  and 
claims. 
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IN  THE  SENATE  OF  THE  UNITED  STATES 

May  17,1963 

Mr.  Johnston  (by  request)  introduced  the  following  bill ;  which  was  read  twice 
and  referred  to  the  Committee  on  Post  Office  and  Civil  Service 

November  13  (legislative  day,  October  22),  1963 
Reported  by  Mr.  Randolph,  with  amendments 

[Omit  the  part  struck  through  and  insert  the  part  printed  in  italic] 


A  BILL 

i c  r  t  '  •  .  . 

To  amend  the  Federal  Employees  Health  Benefits  Act  of  1959. 

1  Be  it  enacted  by  the  Senate  and  House  of  Represenla- 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

r  t.*  ^  A  ■  X  '  -  r 

3  That  the  Federal  Employees  Health  Benefits  Act  of  1959 

4  (5  U.S.C.  3001-3014)  is  hereby  amended  as  follows: 

(1)  Section  2  (c)  (3)  is  amended  by  striking  the  words 

T  S  <  ^  ,  <  .  ,  ,  . 

6  “as  a  result  of  injury  sustained  or  illness  contracted  on  or 
^  after  such  date  of  enactment”. 

(2)  Section  2(c)  (4)  is  amended  by  striking  the  words 

r  r  •  •  <•  •  1  ■ 

9  ‘An  account  of  injury  sustained  or  illness  contracted  on  or 

r  Kt 

after  such  date  of  enactment”. 
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(3)  Section  2  (d)  is  amended  by  inserting,  after  “step¬ 
child”,  “,  foster  child,”. 

(4)  Section  2(e)  is  repealed. 

■W  (5)  Section  3(b)  (1)  is  amended  by  inserting, 
after  “or”  m  line  “ or ”,  the  last  word  in  the  paragraph, 
the  following:  “(0)  the  full  period  or  periods  of  service 
beginning  with  the  enrollment  which  became  effective  not 
later  than  December  31,  1963,  and  ending  with  the  date  on 
which  he  becomes  an  annuitant,  or”. 

(6)  Section  3  is  amended  by  adding  the  following  sub¬ 
section  : 

“( g)  Any  annuitant  (including  an  individual  receiving 
monthly  compensation  as  a  result  of  injury  sustained  prior 
to  the  effective  date  specified  in  section  16  and  who  would  be 
an  annuitant  if  the  injury  or  illness  had  been  sustained  or 
contracted  on  or  after  that  date)  who  at  the  time  he  became 
an  annuitant  shall  have  been  enrolled  in  a  health  benefits 
plan  under  this  Act  and  who  at  the  time  he  became  an  an¬ 
nuitant  was  ineligible  to  continue  his  enrollment  may,  upon 
his  application  before  July  1,  1964,  and  under  such  other 
conditions  of  eligibility  as  the  Commission  may  by  regula- 
tion  prescribe,  prospectively  enroll  in  an  approved  health 
benefits  plan  described  in  section  4  either  as  an  individual 
or  for  self  arid  family .” 
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(7)  Section  6(d)  is  amended  by  the  addition  of  a 
sentence  reading  as  follows : 

“The  Commission  may  terminate  the  contract  of  any 
carrier  effective  at  the  end  of  a  contract  term,  term  if  the 
Commission  finds  that  at  no  time  during  the  preceding  two 
contract  terms  did  the  carrier  have  three  hundred  or  more 
employees  and  annuitants  (exclusive  of  family  members) 
enrolled  for  its  plan.’’ 

-f6)-  (8)  Section  6(f)  is  amended  by  placing  a  period 
after  the  word  “contract”  in  the  last  sentence  and  striking 
the  remainder  of  the  sentence. 

-{7}-  (9)  Section  6(g)  is  amended  by  striking  at  the 
option  of  the  employee  or  annuitant,”. 

(10)  Section  7(a)(1)  is  amended  by  inserting  the  word 
“and”  at  the  end  of  clause  (A)  and  by  striking  out  the  fol¬ 
lowing:  “(other  than  as  provided  in  clause  (C)  of  this  para¬ 
graph),  and  (C)  not  less  than  $1.75  or  more  than  $2.50 
biweekly  for  a  female  employee  or  annuitant  enrolled  for  self 
and  family  including  a  nondependent  husband” . 

-f8}-  (11)  Section  7  (a)  (2)  is  amended  to  read  as  fol¬ 
lows: 

“(2)  For  an  employee  or  annuitant  enrolled  in  a  plan 
described  under  section  4  (3)  or  (4)  for  which  the  biweekly 
subscription  charge  is  less  than  twice  the  Government  con- 
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tribution  established  under  paragraph  ( 1 )  of  this  subsection, 
the  Government  contribution  shall  be  50  per  centum  of  the 
subscription  charge?  except  that  if  a  nondependent  husband 
is  a  member  of  the  family  of  a  female  employee  or  annuitant 
who  is  enrolled  for  herself  and  family  the  contribution  of  the 
Government  shall  he  hO  per  centum  of  such  subscription 


charge/’ 

-(hf  Section  (8b)  is  amended  by  the  addition  of  the 
following : 

“Whenever  a  contract  with  a  plan  approved  under  sec¬ 
tion  4-(-3 )  or  4-(d)  is  terminated?  the  contingency  reserve 
eredited  to  that  plan  shall  he  credited  to  the  contingency 
reserves  of  the  plans  continuing  under  this  Wet  for  the  con¬ 
tract  term  following  that  in  winch  termination  occurs,  each 
reserve  to  he  eredited  in  proportion  to  the  amount  of  the 
premiums  paid  and  accrued  to  the  plan  for  the  year  of 
termination. - 

(12)  Section  8(b)  is  amended  by  inserting  after  the  first 
sentence  thereof,  the  following  new  sentences: 

“ The  Commission,  from  time  to  time  and  in  such  amounts 
as  it  considers  appropriate,  may  transfer  unused  funds  for 
administrative  expenses  to  the  contingency  reserves  of  the 
plans  then  under  contract  with  the  Commission.  When  funds 
are  so  transferred,  each  contingency  reserve  shall  be  credited 
in  proportion  to  the  total  amount  of  the  subscription  charges 
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1  paid  and  accrued  to  the  plan  for  the  contract  term  immediately 

2  preceding  the  contract  term  in  which  the  transfer  is  made.' 

3  (13)  Section  8  is  amended  by  adding  the  following  sub- 

4  section: 

5  (i  (d)(1)  Whenever  the  assets,  liabilities  and  member- 

6  ship  of  employee  organizations  sponsoring  or  underwriting 

7  plans  approved  under  section  4(3)  have  been  or  are  here- 

8  after  merged,  the  assets  (including  contingency  reserves)  and 

9  liabilities  of  the  plans  sponsored  or  underwritten  by  the 

10  merged  organizations  shall,  at  the  beginning  of  the  contract 

11  term  next  following  the  date  of  the  merger  or  enactment  of  this 

12  subsection,  be  transferred  to  the  plan  sponsored  or  underwritten 

13  fry  the  successor  organization.  Each  employee  or  annuitant 

14  hereafter  affected  by  a  merger  shall  also  be  transferred  to  the 

15  plan  sponsored  or  underwritten  by  the  successor  organization 
l8  unless  he  enrolls  in  another  plan  under  this  Act. 

1 7  “(2)  Except  as  provided  in  paragraph  (1)  of  this  sub- 

18  section,  whenever  a  plan  described  under  section  4(3)  or 

19  4(4)  is  or  has  been  discontinued  under  this  Act,  the  con- 
29  tingency  reserve  of  that  plan  shall  be  credited  to  the  con- 

21  tingency  reserves  of  the  plans  continuing  under  this  Act  for 

22  the  contract  term  following  that  in  which  termination  oc- 
28  curs,  each  reserve  to  be  credited  in  proportion  to  the  amount 
24  0f  the  subscription  charges  paid  and  accrued  to  the  plan  for 
2i)  the  year  of  termination 
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1  -(40)  (14)  Section  10  (c)  is  amended  to  read  as  follows: 

2  ‘'-Any  “(c)  Any  employee  enrolled  in  a  plan  under  this 

3  Act  who  is  removed  or  suspended  without  pay  and  later  re- 

4  instated  or  restored  to  duty  on  the  ground  that  such  removal 

5  or  suspension  was  unjustified  or  unwarranted  may,  at  his 

6  option,  enroll  as  a  new  employee  or  have  his  coverage  re- 

7  stored  to  the  same  extent  and  effect  as  though  sueh  his  re- 

8  moval  or  suspension  had  not  taken  place  with  appropriate 

9  adjustments  made  in  contributions  and  claims.,, 

10  Sec.  2.  Paragraphs  4,  10,  and  11  of  section  1  shall 

11  take  effect  on  the  first  day  of  the  first  period  which  begins  at 

12  least  ninety  days  after  the  date  of  enactment  of  this  Act. 
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SENATE 

1  FOREIGN  AID  Passed/fLl?,  with  amendments  H.  R.  7885\  the  foreign  aid  authori- 
faaon  biU  (pp!>843-4:  20849-53,  20857-95).  Senat^onferees  were  appoint¬ 
ed  (p  20895). PXfter  debate  on  wheat  for  Russia,  and  fallowing  consbltatlo  , 
the  Mundt  amesranent  was  withdrawn,  and  it  was  agreed  thatya  separate  bill  by 
Sen.  Mnndt  (To  prohibit  any  guarantee  by  the  Export-ImportW  or  any  other 

GovernmenyXency  of  payment  of  2M57-65).C°S^LHuiphrey 

co^endjlthe  Amlncf  ^"progress  and  development  of  foreignb^ade  (pp. 

20922-y^)  . 

2.  FARM/ABOR.  Sen.  McCarthy  recommended  that  the  Senate  insist  ^"L^the0" 
S/1703,  to  extend  the  Mexican  farm  labor  program,  rather  than  g 
>ill  in  the  form  passed  by  the  House.  pp.  20895-8  ^ 

STATUTE  Received  from  this  Department  a  proposed  bill  to  a 
3/ ASSAULT  SiAlUib.  Federal  offense  to  assault  or  otherwise  hamper \ 

assault  statute  (making  it  a  federal  o  n  ttcda  officers  and 

certain  Federal  personnel)  by  extending  this  statute  to  all  USDA  officers  and 

employees6 engaged  in  investigation,  inspection,  or  law  enforcement,  and  to 


ASC  committee  personnel  when  so  engaged;  to  Judiciary  Committee,  p.  20842 


4 ,\CCC  EXPORT  SALES.  Sen.  Humphrey  explained  how  the  CCC  export  credit  sales, 
program  works,  pp.  20920-2 


5.  PUBLIC  WORKS.  Sen.  McNamara  announced  formation  of  the  accelerated  public 
workk  program,  p.  20843 


6.  D.  C.  APPROPRIATION  BILL.  This  bill,  H.  R.  7431,  was  made  the  unfinished 
business/V  p.  20900 


7.  HEALTH.  Passed  as  reported  S.  1561,  to  amend  the  Federal  Employees  Health 

Benefits  Act  of  1959  Including  provisions  which  would  eliminate  the  discrimi¬ 
nation  against  married  women  in  respect  to  the  contribution  made  by  the 
Government  toward  their  insurance  premium  and  allow  payroll  officers  adequate 
time  to  prepare  for  this  change;  and  also  would  allow  previously  retired 
employees  who  did  not  have  an  opportunity  to  carry  their  health  insurance 
into  retirement  to  do  so.  pp.  20898-9 


8.  SPENDING.  Sen.  Metcalf  inserted  an  article  "Wha£  Everybody  Wants  to  Know 
About  Deficit  Spending"  explaining  "how  deficit  spending  is  a  national 
blessing."  pp.  20901-9 


C 


9.  CREDIT  CONTROL.  Sen.  Simpson  inserting  an/article  discussing  the  pro's  and 
con's  of  Sen*  Douglas'  bill  to  require disclosure  of  finance  charges  in 
connection  with  extension  of  credit/  pp.  20910-12 


10.  WATER  RESOURCES.  Sen.  Burdick  inserted  the  resolutions  by  the  N.D.  Water 
Users  Association  urging  Interior/and  the  Budget  Bureau  to  complete  the 
studies  of  Missouri  River  Basin/power  and  cost  sharing  for  recreation  and 
fish  and  wildlife;  and  commending  and  supporting  the  Government's  land  and 
water  resource  programs  while:  urging  Congress  to  initiate  construction  of  the 
Bowman-Haley  dam  and  completion  of  investigations  on  15  other  projects, 
pp.  20915-6 


11.  AREA  DEVELOPMENT.  Sen./Muskie  inserted  a  news  release  which  "outlines  the 
benefits  of  a  Maine  £lrm  received  under  the  area  redevelopment  job  training 


program."  pp.  209] 


12.  LEGISLATIVE  PROGRAM.  Sen.  Mansfield  stated  that,  in  addition  to  the  D.C. 

appropriation  bill ,  Monday's  legislative  program  includes  the  Mexican  farm 
labor  bill,  conference  report  on  the  legislative  appropriation  bill, 
independent/offices  appropriation  bill,  and  air  pollution  brlls,  and  that  the 
library  service  bill  will  also  be  brought  up  during  the  week.\p.  20895 


13.  RECESSED^ until  Mon.,  Nov.  18.  p.  20927. 


HOUSE 


14.  PUBLIC  WORKS.  The  Appropriations  Committee  voted  to  report  (but  did  noKactual- 
\y  report)  H.R.  9140,  the  public  works  appropriation  bill,  1964.  p.  D90( 


RECREATION.  The  National  Parks  Subcommittee  of  the  Interior  and  Insular  Af¬ 
fairs  Committee  voted  to  report  to  the  full  committee  with  amendment  H.R.  401 
to  provide  an  adequate  basis  for  administration  of  the  Lake  Mead  National 
Recreation  Area,  Arlz.  and  Nev.  p.  D900 
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is  not  in  the  interest  of  the  citizens  of  our 
Nation  who  are  migrants,  nor  is  it  in  the 
Jnterest  of  many  producers  across  our  land. 

t,  if  passed,  will  help  a  small  minority  of 
grWers  at  the  expense  of  justice  to  many. 

iSan  writing  this  letter  urging  you  to  up- 
hold  Bhe  progress  made  in  the  discontinuance 
of  Public  Law  78  some  weeks  ago. 

Sincerely  yours, 

George  K.  Tjaden, 

State  'director,  Ministry  to  Migrants, 
Minnesota  Council  of  Churches. 


National  Advisory  Committee 

on  Farm  Labor, 

July  29, 1963. 

Dear  Senator  McCarthy  :  When  the  House, 
on  May  29,  voted  dowir'efforts  to  extend  Pub¬ 
lic  Law  78  for  2  years,  N®y  were  responding 
to  the  overwhelming  evidence  presented  in 
opposition  to  any  extension,  of  the  Mexican 
farm  labor  program.  \ 

Enclosed  for  your  attention  \s  a  copy  of  a 
letter  signed  by  44  prominent  leaders  in  all 
walks  of  life  and  sent  to  each  Member  of  the 
House  prior  to  this  vote.  The  arguments 
stated  in  this  letter  still  hold  true.  \ 

Furthermore,  there  is  no  validity  the 
argument  that  a  “suddeni’  cutoff  of  brateros 
would  work  undue  hardship  on  their  eir 
ployers.  With  no  further  extension  of  Pul 
lie  Law  78,  this  program  has  another 
months  to  run.  This  is  ample  time  in  which 
to  improve  wages  and  working  and  living 
conditions,  and  to  set  up  procedures  to 
recruit  qualified  domestic  farmworkers. 

The  action  of  the  Senate  Agriculture  and 
Forestry  Committee  in  reporting  out  S.  1703, 
a  1-year  extension  of  Public  Law  78,  without 
any  public  hearings  was  unconscionable. 
This  1-year  bill,  regarded  by  some  as  a  com¬ 
promise,  is  no  compromise  at  all,  but  an 
attempt  by  a  comparative  few  large  growers 
to  extend  a  program  for  which  there  is  no 
justification. 

Sincerely  yours. 

Fay  Bennett, 
Executive  Secretary. 


National  Advisory  Committee 

on  Farm  Labor, 

May  24, 1963. 

(Copy  of  letter  individually  addressed  to 
all  Representatives.) 

Public  Law  78,  providing  for  the  importa¬ 
tion  of  Mexican  farmworkers,  will  expire  at 
the  end  of  1963  if  no  action  to  extend  it  is 
taken  by  Congress.  We  urge  you  to  bring 
this  program  to  an  end  by  voting  against 
H.R.  5497  or  any  similar  bill  introduced  to 
extend  the  program. 

This  contract  labor  program  was  adopte/ 
as  an  emergency  measure  in  1951,  when  man¬ 
power  needs  were  crucial.  But  now  the ^pro¬ 
portion  of  all  American  farmers  /Using 
Mexican  braceros  has  dropped  to  less/xhan  1 
percent.  The  number  of  braceros/used  in 
1962  was  38  percent  less  than  in  >961;  Cali¬ 
fornia  accounted  for  53  percent /)f  the  total 
man-months  of  Mexican  labor  jlnd  Texas  for 
26  percent.  It  has  clearly  become  a  program 
for  the  benefit  of  a  few. 

One  of  the  worst  result  of  the  Mexican 
program  through  the  sears  is  that  it  has 
tended  to  become  self-jperpetuating,  as  large 
growers  have  come  to/rely  upon  it  for  their 
labor  needs.  The  existence  of  an  inexhausti¬ 
ble  pool  of  low-paid  workers  destroys  the 
competition  whiou  would  encourage  employ¬ 
ers  to  make  job*  attractive  in  terms  of  wages 
and  working  oOnditions.  Artificial  shortages 
of  farmworkers  have  occurred  when  growers, 
knowing  they  could  fall  back  on  Mexican 
baceros,  idave  failed  to  offer  a  decent  living 
wage  t(Vhvailable  domestic  workers.  Despite 
minownreforms  passed  by  the  87th  Congress 
and /Department  of  Labor  efforts  for  better 
enforcement  of  existing  regulations,  adverse 
lects  on  domestic  farmworkers  continue. 


Moreover,  increasing  mechanization  of 
agriculture  is  regularly  reducing  the  jobs 
available  to  agricultural  workers.  In  1962 
total  employment  of  seasonal  hired  farm, 
workers  declined  for  the  third  successive 
year;  so  did  the  number  of  days  worked  by 
individual  farm  laborers. 

Farmworkers  also  found  fewer  sources  of 
nonfarm  work  last  year.  Lack  of  farm  em¬ 
ployment  is  forcing  their  migration  to  the 
cities,  where  the  need  for  unskilled  workers 
continues  to  decline.  Surely  there  is  no 
justification  for  the  importation  of  foreign 
workers  at  a  time  of  rapidly  declining  oppor¬ 
tunities  in  unskilled  and  semiskilled  em¬ 
ployment  both  on  and  off  the  farm. 

That  domestic  agricultural  workers  can 
fill  the  need  is  shown  in  the  areas  where  the 
employment  service  and  growers  cooperate 
through  the  annual  worker  plan.  This  pro¬ 
vides  the  growers  with  a  stable  and  efficient 
supply  of  domestic  workers  without  recourse 
to  foreign  recruitment,  and  at  the  same  time 
provides  the  workers  with  fuller  employ¬ 
ment,  through  planned  routing  to  meet  the 
growers’  seasonal  demands. 

We  submit  that  any  industry  in  the  coun¬ 
try  would  have  a  labor  shortage  if  it  offered 
wages  below  the  national  minimum;  seasonal 
and  irregular  work  without  unemployment 
compensation;  unhealthy  working  and  living^ 
conditions;  and  few  of  the  benefits  of  socia’ 
legislation  enjoyed  by  other  workers,  ^e 
believe  these  conditions  in  American  agri- 
cuVture  are  perpetuated  by  the  existence  of 
a  foreign  contract  labor  system  based yn  sub¬ 
standard  wages.  / 

Ending  the  inequities  faced  bv/American 
farmworkers  will  end  any  artificial  labor 
shortages 'which  have  been  created.  In  the 
name  of  both  justice  and  conwnonsense  the 
Mexican  program  should  be  allowed  to  expire. 
Sincerely^vours,  / 

Dr.  Louis  EL  Bean./Joseph  A.  Beirne, 
James  B.  Oareyy/Patrick  F.  Crowley, 
Helen  GahagbmOouglas,  Rev.  Ralph  J. 
Duggan,  JohnjKAnson  Ford,  Dr.  L.  H. 
Foster,  Prof/Walter  Galenson,  Rabbi 
Roland  B. /jittelsqhn,  Rev.  Donald  S. 
Harringtofi,  Henry  B,  Herman,  Rt.  Rev. 
Msgr.  George  G.  Higgins,  Robert  W. 
Hudge/s,  Joseph  D.  'Keenan,  Rabbi 
Edward  E.  Klein,  Dr.  Hairy  W.  Laidler, 
Rabbi  Eugene  J.  Lipman.'br.  Seymour 
/ Lipset,  Bishop  John  Wesley  Lord, 
Jr.  Isador  Lubin,  ArchbishopTtobert  E. 
Lucey,  Rev.  Alan  McCoy,  O.F.M.,  Rev. 
Dr.  Robert  J.  McCracken,  Dr.  J6hn  A. 
Mackay,  Dr.  Benjamin  E.  Mays\  Dr. 
Reinhold  Niebuhr,  Dr.  Peter  H.  OS(e- 
gard,  Bishop  James  A.  Pike,  ProL 
Daniel  H.  Pollitt,  Very  Rev.  Msgr.  Wil-N 
liam  J.  Quinn,  A.  Philip  Randolph, 
Robert  Ryan,  Dore  Schary,  Rev.  Roger 
L.  Shinn,  Rabbi  Samuel  D.  Soskin, 
Norman  Thomas,  Frederick  S.  Van 
Dyke,  Dr.  Maurice  T.  van  Hecke,  Rev. 
James  L.  Vizzard,  S.J.,  Rev.  John  A. 
Wagner,  Dr.  Galen  R.  Weaver,  Rabbi 
Jacob  J.  Weinstein,  and  Walter  P. 
Reuther. 


amendment  providing  that  Mexican  workers/ 
may  not  be  recruited  for  hire  on  America 
farms  until  the  Secretary  of  Labor  finds  that 
reasonable  efforts  have  been  made  to  attract 
domestic  workers  for  the  available  jpbs  at 
wages  and  hours  and  with  workmen*  com¬ 
pensation,  housing,  transportation,  knd  work 
period  guarantees  equal  to  those  pfie red  the 
braceros. 

The  House  ignored  this  amphdment.  We 
hope  the  Senate  will  insist/upon  it.  The 
farm  lobby  doesn’t  like  it,  of  course,  because 
it  would  raise  the  costs,  while  improving  the 
conditions,  of  farm  labor.  But  without  it, 
the  extension  of  the  bracero  program 
amounts  to  little  better  than  a  perpetuation 
of  peonage.  If  the  bill  conies  to  him  without 
the  Senate  amendment,  President  Kennedy 
ought  to  veto  yt  in  simple  justice  to  the 
tragically  depri/ed  American  migrant  farm¬ 
workers. 


[From  the  Washington  Post,  Nov.  2,  1963] 
Stoop  Labor 

The  House  of  Representatives  let  itself  be 
horn-swoggled  by  a  farm  lobby  that  wants  to 
maintain  a  supply  of  cheap  peasant  labor. 
It  passed  a  bill  on  Thursday  providing  for  a 
1-yeax  extension  of  Public  Law  78,  the  so- 
called  Mexican  farm  labor  program.  Last 
May,  in  an  exhibition  of  good  morals,  good 
economics,  and  good  sense,  the  House  de¬ 
feated  a  bill  for  a  2-year  extension  of  the 
program,  bringing  to  an  end  at  long  last, 
it  was  hoped,  an  exploitation  of  Mexican 
stoop  labor  which  served  to  deny  employ¬ 
ment  to  American  farmworkers. 

In  August,  the  Senate  voted  to  extend 
Public  Law  78  for  1  year— but  with  an 


[From  the/  New  York  Times,  Nov.  3,  1963] 
)efeat  for  the  Migrants 
One/ again  the  corporate  farm  interests 
in  California,  Texas,  and  Arizona  are  on  their 
way/to  using  Congress  as  an  instrument  for 
depressing  the  wages  and  working  conditions 
America’s  most  exploited  workers — the 
lalf  million  migratory  farm  laborers  and 
their  families. 

The  House  of  Representatives  5  months 
ago  voted  to  kill  the  program  under  which 
hundreds  of  thousands  of  Mexicans  are 
brought  in  each  year  to  supply  cheap  labor 
for  the  harvesting  of  U.S.  crops.  Now  the 
House  has  been  induced  to  reverse  itself.  It 
has  voted  a  1-year  extension,  devoid  even 
of  the  strings  the  Senate  attached  when  it 
approved  a  similar  extension  in  August. 

Under  the  Senate  bill,  benefits  equal  to 
those  guaranteed  the  Mexicans  in  such  areas 
as  housing,  workmen’s  compensation,  and 
transportation  would  have  to  be  offered  to 
domestic  workers  as  well.  The  House  dis¬ 
pensed  with  even  this  meager  safeguard 
when  the  program  for  importing  braceros 
came  up  for  a  second  look.  The  chances 
seem  strong  that  the  Senate  will  now  consent 
to  the  same  unreserved  extension  of  the  old 
law. 

With  national  unemployment  frozen  at  a 
rate  of  more  than  5  percent,  the  continued 
importation  of  foreign  workers  to  aid  a  com¬ 
parative  handful  of  large  corporate  farmers 
is  unconscionable.  The  Senate  ought  to 
exercise  the  opportunity  the  House  action 
gives  it  to  scrap  the  entire  program.  If  it 
sends  it  forward,  the  responsibility  for  a  veto 
will  be  the  President’s. 

Mr.  McCarthy.  Mr.  President,  the 
Senate  bill  incorporates  recommenda¬ 
tions  made  by  the  administration  as  the 
condition  under  which  the  Department 
would  support  a  1-year  extension.  After 
the  recent  House  action,  I  inquired  about 
the  administration’s  position  and  re¬ 
ceived  from  Secretary  of  Labor  Wirtz  a 
letter  stating  that  the  administration  is 
opposed  to  the  1-year  extension,  unless 
amendments  ate  included,  recommended 
by  the  Department,  to  protect  domestic 
workers.  These  \re  the  recommenda¬ 
tions  which  were  included  in  the  Senate 
version.  If  our  information  is  correct, 
the  advocates  of  this  inogram  hope  to 
have  them  dropped  on  tee  floor  of  the 
Senate  without  so  much  a\  even  taking 
them  to  conference. 

Mr.  President,  I  ask  unanihaous  con¬ 
sent  to  have  printed  at  this  poih£  in  the 
Record  a  letter  to  me  from  Secretary  of 
Labor  Wirtz  under  date  of  November  1, 
1963. 
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There  being  no  objection,  the  letter 
"was  ordered  to  be  printed  in  the  Rec¬ 
oup,  as  follows: 

\  U.S.  Department  op  Labor, 

\  Office  op  the  Secretary, 

\jVashington,  D.C November  1,  1963. 
Hon.  EcSene  McCarthy, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Senator  McCarthy:  This  is  in  re¬ 
sponse  to  yoin:  inquiry  requesting  a  state¬ 
ment  describing,  the  administration’s  posi¬ 
tion  on  the  extension  of  Public  Law  78. 

The  administration  has  continued  to  main¬ 
tain  the  position  \  indicated  before  the 
House  Subcommittee\on  Equipment,  Sup¬ 
plies,  and  Manpower  o£  the  Committee  on 
Agriculture  on  March  27\  We  support  a  1- 
year  extension,  provided  the  act  is  amended 
to  require  employers  seekingyto  obtain  Mexi¬ 
can  workers  to  demonstrate  that  they  have 
offered  to  domestic  workers  wokmen’s  com¬ 
pensation  or  occupational  insurance  cover¬ 
age,  housing,  and  transportations,  expenses 
equivalent  to  that  furnished  Mexican  work¬ 
ers.  \ 

We  are  opposed  to  an  extension  without 
these  amendments.  \ 

Yours  sincerely,  \ 

W.  Willard  Wirtz,  \ 
Secretary  of  Labor. 

Mr.  MCCARTHY.  I  intend  to  oppose 
the  motion,  if  it  is  made,  that  the  Senate 
accept  the  House  version,  and  to  move 
to  take  this  matter  to  conference.  It  is 
my  hope  that  if  a  motion  to  go  to  con¬ 
ference  is  rejected,  a  majority  of  the 
Senate  will  stand  by  the  position  which 
they  took  last  August  and  refuse  even 
to  extend  this  program  for  another  year. 
What  we  have  asked  for  in  the  way  of 
protection  for  American  migratory  work¬ 
ers  is  well  within  the  limits  of  reason. 
It  is  hard  for  me  to  understand  why 
those  who  are  supporting  the  program 
seem  unwilling  to  provide  that  Ameri¬ 
can  migrant  workers  be  given  at  least 
a  minimum  of  consideration,  of  decency, 
and  of  reason  before  they  seek  to  have 
Mexican  nationals  compete  in  this  area 
in  which  competition  is  most  intense  and 
in  which  the  standards  of  living,  work¬ 
ing  conditions,  and  wages  are  the  worst 
of  any  segment  of  the  American  econ¬ 
omy.  


FEDERAL  EMPLOYEES  HEALTH 
BENEFITS  ACT  OF  1959 

Mr.  HUMPHREY.  Mr.  President,  I 
move  that  the  Senate  proceed  to  the 
consideration  of  Calendar  621,  S.  1561. 

The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title. 

The  Legislative  Clerk.  A  bill  (S. 
1561)  to  amend  the  Federal  Employees 
Health  Benefits  Act  of  1959. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Montana. 

The  motion  was  agreed  to;  and  the 
Senate  proceeded  to  consider  the  bill, 
which  had  been  reported  from  the  Com¬ 
mittee  on  Post  Office  and  Civil  Service 
with  amendments  on  page  2,  after  line 
2,  to  insert: 

(4)  Section  2(e)  is  repealed. 

At  the  beginning  of  line  4,  to  strike 
out  “(4)”  and  insert  “(5)”;  in  line  5, 
after  the  word  “after”,  to  strike  out 
“  “or”  in  line  6,”  and  insert  “  “or”,  the 
last  word  in  the  paragraph,  the  follow¬ 
ing:”;  after  line  9,  to  insert: 


(6)  Section  3  is  amended  by  adding  the 
following  subsection : 

“(g)  Any  annuitant  (including  an  indi¬ 
vidual  receiving  monthly  compensation  as  a 
result  of  injury  sustained  prior  to  the  effec¬ 
tive  date  specified  in  section  16  and  who 
would  be  an  annuitant  if  the  injury  or  ill¬ 
ness  had  been  sustained  or  contracted  on 
or  after  that  date)  who  at  the  time  he  be¬ 
came  an  annuitant  shall  have  been  enrolled 
in  a  health  benefits  plan  under  this  Act  and 
who  at  the  time  he  became  an  annuitant 
was  ineligible  to  continue  his  enrollment 
may,  upon  his  application  before  July  1, 
1964,  and  under  such  other  conditions  of  eli¬ 
gibility  as  the  Commision  may  by  regula¬ 
tion  prescribe,  prospectively  enroll  in  an 
approved  health  benefits  plan  described  in 
section  4  either  as  an  individual  or  for  self 
and  family.” 

On  page  3,  at  the  beginning  of  line 
1,  to  strike  out  “(5)”  and  insert  “(7)”; 
in  line  4,  after  the  word  “contract”,  to 
strike  out  “term,”  and  insert  “term”;  at 
the  beginning  of  line  9,  to  strike  out 
“(6)”  and  insert  “(8)”;  at  the  beginning 
of  line  12,  to  strike  out  “(7)”  and  insert 
“(9)”;  after  line  13,  to  insert: 

(10)  Section  7(a)(1)  is  amended  by  in¬ 
serting  the  word  “and”  at  the  end  of  clause 
(A)  and  by  striking  out  the  following: 
“(other  than  as  provided  in  clause  (C)  of 
this  paragraph),  and  (C)  not  less  than  $1.75 
or  more  than  $2.50  biweekly  for  a  female 
employee  or  annuitant  enrolled  for  self  and 
family  including  a  nondependent  husband”. 

At  the  beginning  of  line  20,  to  strike 
out  “(8)”  and  insert  “(11)”;  on  page  4, 
line  3,  after  the  word  “subscription”,  to 
strike  out  “charge,  except  that  if  a  non¬ 
dependent  husband  is  a  member  of  the 
family  of  a  female  employee  or  annui¬ 
tant  who  is  enrolled  for  herself  and 
family  the  contribution  of  the  Govern¬ 
ment  shall  be  30  per  centum  of  such 
subscription”;  after  line  7,  to  strike  out: 

(9)  Section  (8b)  is  amended  by  the  addi¬ 
tion  of  the  following : 

“Whenever  a  contract  with  a  plan  approved 
under  section  4(3)  or  4(4)  is  terminated, 
the  contingency  reserve  credited  to  that 
plan  shall  be  credited  to  the  contingency 
reserves  of  the  plans  continuing  under  this 
Act  for  the  contract  term  following  that  in 
which  termination  occurs,  each  reserve  to  be 
credited  in  proportion  to  the  amount  of  the 
premiums  paid  and  accrued  to  the  plan  for 
the  year  of  termination.” 

And,  in  lieu  thereof,  to  insert: 

(12)  Section  8(b)  is  amended  by  insert¬ 
ing  after  the  first  sentence  thereof,  the  fol¬ 
lowing  new  sentences: 

"The  Commission,  from  time  to  time  and 
in  such  amounts  as  it  considers  appropriate, 
may  transfer  unused  funds  for  administra¬ 
tive  expenses  to  the  contingency  reserves  of 
the  plans  then  under  contract  with  the  Com¬ 
mission.  When  funds  are  so  transferred,  each 
contingency  reserve  shall  be  credited  in  pro¬ 
portion  to  the  total  amount  of  the  sub¬ 
scription  charges  paid  and  accrued  to  the 
plan  for  the  contract  term  immediately  pre¬ 
ceding  the  contract  term  in  which  the  trans¬ 
fer  is  made.” 

On  page  5,  after  line  2,  to  insert: 

(13)  Section  8  is  amended  by  adding  the 
following  subsection: 

“(d)(1)  Whenever  the  assets,  liabilities 
and  membership  of  employee  organizations 
sponsoring  or  underwriting  plans  approved 
under  section  4(3)  have  been  or  are  here¬ 
after  merged,  the  assets  (including  contin¬ 
gency  reserves)  and  liabilities  of  the  plans 
sponsored  or  underwritten  by  the  merged 
organizations  shall,  at  the  beginning  of  the 
contract  term  next  following  the  date  of  the 


merger  or  enactment  of  this  subsection,  be 
transferred  to  the  plan  sponsored  or  under¬ 
written  by  the  successor  organization.  Each 
employee  or  annuitant  hereafter  affected  by 
a  merger  shall  also  be  transferred  to  the 
plan  sponsored  or  underwritten  by  the  suc¬ 
cessor  organization  unless  he  enrolls  in  an¬ 
other  plan  under  this  Act. 

"(2)  Except  as  provided  in  paragraph  (1) 
of  this  subsection,  whenever  a  plan  described 
under  section  4(3)  or  4(4)  is  or  has  been 
discontinued  under  this  Act,  the  contingency 
reserve  of  that  plan  shall  be  credited  to 
the  contingency  reserves  of  the  plans  con¬ 
tinuing  under  this  Act  for  the  contract  term 
following  that  in  which  termination  occurs, 
each  reserve  to  be  credited  in  proportion  to 
the  amount  of  the  subscription  charges  paid 
and  accrued  to  the  plan  for  the  year  of 
termination.” 

On  page  6,  at  the  beginning  of  line  1, 
to  strike  out  “(10)”  and  insert  “(14)”; 
at  the  beginning  of  line  2,  to  strike  out 
“  “Any”  and  insert  “  “(c)  Any”;  in  line  7, 
after  the  word  “though”,  to  strike  out 
“such”  and  insert  “his”,  and  after  line  9, 
to  insert  a  new  section,  as  follows: 

Sec.  2.  Paragraphs  4,  10,  and  11  of  section 
1  shall  take  effect  on  the  first  day  of  the 
first  period  which  begins  at  least  ninety  days 
after  the  date  of  enactment  of  this  Act. 

So  as  to  make  the  bill  read : 

Be  it  enacted  by  the  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  the 
Federal  Employees  Health  Benefits  Act  of 
1959  (5  U.S.C.  3001-3014)  is  hereby  amended 
as  follows: 

(1)  Section  2(c)(3)  is  amended  by  strik¬ 
ing  the  words  “as  a  result  of  injury  sustained 
or  illness  contracted  on  or  after  such  date  of 
enactment”. 

(2)  Section  2(c)  (4)  is  amended  by  striking 
the  words  “on  account  of  injury  sustained  or 
illness  contracted  on  or  after  such  date  of 
enactment”. 

(3)  Section  2(d)  is  amended  by  inserting, 
after  "stepchild”,  ",  foster  child,”. 

(4)  Section  2(e)  is  repealed. 

(5)  Section  3(b)  (1)  is  amended  by  insert¬ 
ing,  after  “or”,  the  last  word  in  the  para¬ 
graph,  the  following:  “(C)  the  full  period  or 
periods  of  service  beginning  with  the  enroll¬ 
ment  which  became  effective  not  later  than 
December  31,  1963,  and  ending  with  the  date 
on  which  he  becomes  an  annuitant,  or”. 

(6)  Section  3  is  amended  by  adding  the 
following  subsection: 

“(g)  Any  annuitant  (including  an  indivi¬ 
dual  receiving  monthly  compensation  as  a 
result  of  injury  sustained  prior  to  the  effec¬ 
tive  date  specified  in  section  16  and  who 
would  be  an  annuitant  if  the  injury  or  illness 
had  been  sustained  or  contracted  on  or  after 
that  date)  who  at  the  time  he  became  an 
annuitant  shall  have  been  enrolled  in  a 
health  benefits  plan  under  this  Act  and  who 
at  the  time  he  became  an  annuitant  was 
ineligible  to  continue  his  enrollment  may, 
upon  his  application  before  July  1,  1964,  and 
under  such  other  conditions  of  eligibility  as 
the  Commission  may  by  regulation  prescribe, 
prospectively  enroll  in  an  approved  health 
benefits  plan  described  in  section  4  either  as 
an  individual  or  for  self  and  family.” 

(7)  Section  6(d)  is  amended  by  the  addi¬ 
tion  of  a  sentence  reading  as  follows: 

“The  Commission  may  terminate  the  con¬ 
tract  of  any  carrier  effective  at  the  end  of  a 
contract  term  if  the  Commission  finds  that 
at  no  time  during  the  preceding  two  con¬ 
tract  terms  did  the  carrier  have  three  hun¬ 
dred  or  more  employees  and  annuitants  (ex¬ 
clusive  of  family  members)  enrolled  for  its 
plan.” 

(8)  Section  6(f)  is  amended  by  placing  a 
period  after  the  word  “contract”  in  the  last 
sentence  and  striking  the  remainder  of  the 
sentence. 


1963 


CONGRESSIONAL  RECORD  —  SENATE  20899 


(9)  Section  6(g)  is  amended  by  striking 
at  the  option  of  the  employee  or  annuitant,”. 

(10)  Section  7(a)(1)  is  amended  by  in¬ 
serting  the  word  “and”  at  the  end  of  clause 
(A)  and  by  striking  out  the  following: 
“(other  than  as  provided  in  clause  (C)  of 
this  paragraph) ,  and  (C)  not  less  than  $1.75 
or  more  than  $2.50  biweekly  for  a  female  em¬ 
ployee  or  annuitant  enrolled  for  self  and 
family  including  a  nondependent  husband”. 

(11)  Section  7(a)(2)  is  amended  to  read 
as  follows: 

“(2)  For  an  employee  or  annuitant  en¬ 
rolled  in  a  plan  described  under  section  4 
(3)  or  (4)  for  which  the  biweekly  subscrip¬ 
tion  charge  is  less  than  twice  the  Govern¬ 
ment  contribution  established  under  para¬ 
graph  (1)  of  this  subsection,  the  Govern¬ 
ment  contribution  shall  be  50  per  centum  of 
the  subscription  charge.” 

(12)  Section  8(b)  is  amended  by  inserting 
after  the  first  sentence  thereof,  the  follow¬ 
ing  new  sentences: 

“The  Commission,  from  time  to  time  and 
in  such  amounts  as  it  considers  appropriate, 
may  transfer  unused  funds  for  administra¬ 
tive  expenses  to  the  contingency  reserves  of 
the  plans  then  under  contract  with  the  Com¬ 
mission.  When  funds  are  so  transferred, 
each  contingency  reserve  shall  be  credited 
in  proportion  to  the  total  amount  of  4;he 
subscription  charges  paid  and  accrued  to  the 
plan  for  the  contract  term  immediately  pre¬ 
ceding  the  contract  term  in  which  the  trans¬ 
fer  is  made.” 

(13)  Section  8  is  amended  by  adding  the 
following  subsection: 

“(d)  (1)  Whenever  the  assets,  liabilities 
and  membership  of  employee  organizations 
sponsoring  or  underwriting  plans  approved 
under  section  4(3)  have  been  or  are  here¬ 
after  merged,  the  assets  (including  contin¬ 
gency  reserves)  and  liabilities  of  the  plans 
sponsored  or  underwritten  by  the  merged 
organizations  shall,  at  the  beginning  of  the 
contract  term  next  following  the  date  of  the 
merger  or  enactment  of  this  subsection,  be 
transferred  to  the  plan  sponsored  or  under¬ 
written  by  the  successor  organization.  Each 
employee  or  annuitant  hereafter  affected 
by  a  merger  shall  also  be  transferred  to  the 
plan  sponsored  or  underwritten  by  the  suc¬ 
cessor  organization  unless  he  enrolls  in  an¬ 
other  plan  under  this  Act. 

“(2)  Except  as  provided  in  paragraph  (1) 
of  this  subsection,  whenever  a  plan  described 
under  section  4(3)  or  4(4)  is  or  has  been 
discontinued  under  this  Act,  the  contin¬ 
gency  reserve  of  that  plan  shall  be  credited 
to  the  contingency  reserves  of  the  plans  con¬ 
tinuing  under  this  Act  for  the  contract  term 
following  that  in  which  termination  occurs, 
each  reserve  to  be  credited  in  proportion  to 
the  amount  of  the  subscription  charges  paid 
and  accrued  to  the  plan  for  the  year  of 
termination.” 

(14)  Section  10(c)  is  amended  to  read  as 
follows : 

“(c)  Any  employee  enrolled  in  a  plan  un¬ 
der  this  Act  who  is  removed  or  suspended 
without  pay  and  later  reinstated  or  restored 
to  duty  on  the  ground  that  such  removal  or 
suspension  was  unjustified  or  unwarranted 
may,  at  his  option,  enroll  as  a  new  employee 
or  have  his  coverage  restored  to  the  same 
extent  and  effect  as  though  his  removal  or 
suspension  had  not  taken  place  with  appro¬ 
priate  adjustments  made  in  contributions 
and  claims.” 

Sec.  2.  Paragraphs  4,  10,  and  11  of  section 
1  shall  take  effect  on  the  first  day  of  the 
first  period  which  begins  at  least  ninety 
days  after  the  date  of  enactment  of  this 
Act. 

Mr.  HUMPHREY.  Mr.  President,  does 
the  chairman  of  the  committee  wish  to 
make  an  explanation  of  the  bill? 

Mr.  JOHNSTON.  Mr.  President,  the 
pending  bill  was  reported  to  the  full  com¬ 


mittee  after  hearings  before  the  Sub¬ 
committee  on  Health  Benefits  and  Life 
Insurance  conducted  by  the  distin¬ 
guished  Senator  from  West  Virginia  [Mr. 
Randolph].  At  this  time  I  wish  to  pay 
tribute  to  him  for  his  leadership  in  the 
consideration  of  this  legislation.  The 
bill  comes  to  the  Senate  by  the  unani¬ 
mous  vote  of  the  full  committee.  The 
bill  amends  certain  features  of  the  pres¬ 
ent  act  in  order  to  improve  the  adminis¬ 
tration  of  such  act,  and  incorporates  new 
features  which  the  committee  felt  were 
desirable.  The  cost  will  be  approxi¬ 
mately  $3  million. 

One  of  the  committee  amendments 
eliminates  the  disparity  between  the 
amount  the  Government  contributes  to 
health  insurance  premiums  for  married 
female  employees  and  other  employees, 
which  is  only  proper.  The  bill  also  in¬ 
cludes  fosterchildren  under  family  en¬ 
rollment  if  they  are  living  in  a  regular 
parent-child  relationship. 

There  should  be  no  strong  opposition 
to  the  bill.  The  bill  was  introduced  by 
me,  and  a  number  of  corrections  of  the 
present  law  were  proposed  by  the  dis¬ 
tinguished  Senator  from  Kansas  [Mr. 
Carlson]  . 

Mr.  CARLSON.  Mr.  President,  will 
the  Senator  yield? 

Mr.  JOHNSTON.  I  yield. 

Mr.  CARLSON.  The  Federal  Em¬ 
ployees  Health  Benefits  Act  of  1959  has 
been  one  of  the  most  beneficial  acts 
passed  by  Congress  for  the  benefit  of 
Federal  workers.  The  operation  of  the 
program  has  demonstrated  that  a  few 
changes  would  be  in  the  interest  of  Fed¬ 
eral  employees,  and  that  is  the  purpose  of 
the  bill.  The  bill  contains  several 
amendments  affecting  various  phases  of 
the  statute.  All  of  them  are  helpful. 

Not  only  do  I  approve  the  bill;  I  en¬ 
dorse  it  thoroughly1,  and  hope  the  Senate 
will  pass  it  unanimously. 

Mr.  HUMPHREY.  Mr.  President,  I 
ask  unanimous  consent  that  the  commit¬ 
tee  amendments  be  agreed  to  en  bloc. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered. 

Mr.  JOHNSTON.  Mr.  President,  this 
program  is  one  of  the  most  far  reaching 
and  beneficial  in  the  history  of  the  Fed¬ 
eral  service.  It  is  now  serving  2  million 
employees  plus  4  million  family  mem¬ 
bers.  I  have  heard  very  little  criticism 
of  the  entire  program  since  it  became 
effective. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  insert  in  the  Record  a  brief  anal¬ 
ysis  which  I  have  prepared  on  this  bill. 

There  being  no  objection,  the  analysis 
was  ordered  to  be  printed  in  the  Record, 
as  follows ; 

Analysis  of  S.  1561 

A  bill  to  amend  the  Federal  Employees 
Health  Benefits  Act  of  1959  to  simplify  ad¬ 
ministration  of  the  act  and  correct  certain 
inequities  in  the  program. 

STATEMENT 

Paragraphs  1  and  2  would  permit  enrolled 
employees  to  continue  their  insurance  while 
receiving  employee’s  compensation  even 
though  the  original  injury  necessitating  com¬ 
pensation  occurred  prior  to  the  effective  date 
of  the  act. 

Paragraph  3  would  include  foster  children 
under  family  enrollment  if  they  are  living  in 


a  regular  parent-child  relationship.  Pres¬ 
ently,  a  foster  child  (an  unadopted  niece, 
grandchild,  or  minor  brother  or  sister,  et 
cetera)  is  not  eligible  for  coverage. 

Paragraphs  4,  10,  and  part  of  paragraph  11 
would  eliminate  the  discrimination  against 
married  women  in  respect  to  the  contribution 
made  by  the  Government  toward  their  in¬ 
surance  premium.  Under  this  provision,  the 
Government  would  contribute  the  same 
amount  as  it  contributes  to  married  male 
employees  for  self-and-family  coverage. 

Paragraphs  5  and  6  would  allow  previously 
retired  employees  who  did  not  have  an  oppor¬ 
tunity  to  carry  their  health  insurance  into 
retirement  (because  of  restrictive  provisions 
in  the  1959  act)  to  do  so.  This  would  operate 
retroactively  only  to  those  employees  who 
had  health  insurance  coverage  at  the  time 
of  their  retirement,  but  had  not  been  en¬ 
rolled  for  5  years,  or  had  not  enrolled  at 
their  first  opportunity. 

Paragraph  7  would  authorize  the  Commis¬ 
sion  to  terminate  the  health  insurance  con¬ 
tracts  of  carriers  having  fewer  than  300 
Federal  employee  members  when  such  can¬ 
cellation  is  considered  in  the  best  interests 
of  the  program,  and  when  another  health  in¬ 
surance  plan  of  a  similar  kind  is  available 
for  those  employees  who  belong  to  the  plan 
affected. 

Paragraph  8  would  eliminate  the  require¬ 
ment  that  the  Commission  review  and  ap¬ 
prove  conversion  contracts.  The  Commis¬ 
sion  has  found  this  requirement  administra¬ 
tively  difficult  and  unnecessary. 

Paragraph  9  eliminates  the  requirement 
that  a  conversion  plan  offer  a  cancellable 
contract.  No  cancellable  contract  has  ever 
been  requested  by  an  employee. 

Paragraph  10  has  been  discussed  above. 
Paragraph  11  would  prevent  the  Govern¬ 
ment’s  contribution  to  health  insurance  from 
inadvertently  exceeding  50  percent  of  prem¬ 
ium  costs.  This  would  have  no  effect  upon 
a  subsequent  determination  by  Congress  that 
the  Government’s  contribution  should  be 
increased. 

Paragraph  12  would  provide  for  an  orderly 
disposition  of  the  assets  of  a  discontinued 
plan  by  (proportionately)  crediting  the  con¬ 
tingency  reserves  of  other  plans. 

Paragraph  13  would  permit  the  reserve 
funds  of  one  plan  to  be  transferred  to  a  suc¬ 
cessor  plan  when  employee  organizations 
merge.  A  case  in  point  is  the  mergers  which 
led  to  the  organization  of  the  United  Fed¬ 
eration  of  Postal  Clerks.  Its  predecessors 
had  insurance  plans,  one  of  which  had  ac¬ 
cumulated  assets  of  approximately  $186,000. 
Under  prevailing  law,  this  money  cannot  be 
transferred  to  the  new  plan  and  used  for 
the  benefit  of  its  members,  many  of  whom 
belonged  to  the  predecessor  organization. 
The  Commission  favors  this  solution  to  the 
problem. 

Paragraph  14  would  allow  an  employee 
who  has  been  restored  to  his  position  after 
wrongful  removal  to  elect  whether  to  pay  for 
health  insurance  for  the  period  during  which 
he  was  removed,  or  to  choose  not  to  buy 
retroactive  coverage.  Under  present  law, 
such  an  employee  is  required  to  buy  retro¬ 
active  coverage,  even  though  he  may  have 
had  no  medical  expenses  during  the  period. 

Section  2  would  allow  Government  payroll 
officers  adequate  time  to  prepare  for  the 
changes  made  by  eliminating  the  contribu¬ 
tion  discrimination  against  married  female 
employees. 

The  PRESIDING  OFFICER.  The  bill 
is  open  to  further  amendment.  If  there 
be  no  amendment  to  be  proposed,  the 
question  is  on  the  engrossment  and  third 
reading  of  the  bill. 

The  bill  was  ordered  to  be  engrossed 
for  a  third  reading,  was  read  the  third 
time,  and  passed. 
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DISTRICT  OP  COLUMBIA  APPROPRI¬ 
ATIONS,  1964 

Ir.  HUMPHREY.  Mr.  President,  I 
mo^e  that  the  Senate  proceed  to  the 
consideration  of  Calendar  No.  609,  H.R. 
7431,  the  District  of  Columbia  Appro- 
priationsvbill. 

The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title. 

The  LegislRtive  Clerk.  A  bill  (H.R. 
7431)  making\ appropriations  for  the 
government  of  the  District  of  Columbia 
and  other  activities  chargeable  in  whole 
or  in  part  against  the  revenues  of  said 
District  for  the  fisca\year  ending  June 
30,  1964,  and  for  other purposes. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to\he  motion  of 
the  Senator  from  Minnesotan 

The  motion  was  agreed  td:  and  the 
Senate  proceeded  to  consider\the  bill, 
which  had  been  reported  from  ttR  Com¬ 
mittee  on  Appropriations  with  amend¬ 
ments. 

Mr.  HUMPHREY.  Mr.  President,  the 
District  of  Columbia  appropriations  bn 
will  be  the  pending  business  when  the' 
Senate  reconvenes  on  Monday  next. 

With  relation  to  the  appropriations 
bill  for  the  Government  of  the  District 
of  Columbia,  I  ask  unanimous  consent  to 
have  printed  at  this  point  in  the  Record 
a  letter  to  the  editor  of  the  Washington 
Post,  signed  by  Inabel  B.  Lindsay,  dean  of 
the  School  of  Social  Work,  Howard  Uni¬ 
versity.  The  letter  was  also  signed  by 
25  members  of  the  faculty  of  the  school 
of  social  work.  The  letter  is  entitled 
“Dependent  Children.” 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the  Record, 
as  follows : 

Dependent  Children 

We  as  professional  social  workers  feel  com¬ 
pelled  to  express  our  concern  at  the  denial 
of  aid  to  dependent  children  who  happen  to 
have  unemployed  parents. 

When  the  Social  Security  Act  was  passed  in 
1935,  it  reflected  that  stage  in  our  national 
development  when  we  as  a  nation  went  on 
record  as  believing  that  income  maintenance 
was  a  national  problem  and  responsibility. 
This  action  indicated  once  and  for  all  that 
the  individual,  the  city  and  State  could  no/ 
longer  be  expected  to  solve  the  problems 
income  maintenance  singlehandedly. 

The  1962  amendments  to  the  Social/Se¬ 
curity  Act  set  forth  the  sound  objectives  of 
strengthening  of  family  life,  prevention  of 
social  and  family  breakdown  and  rehabilita¬ 
tion  in  those  cases  where  breakdown  had  oc¬ 
curred.  Such  objectives  are  not  phly  in  keep¬ 
ing  with  the  humane  principles  of  a  dem¬ 
ocratic  society  but  represent  e/ilightened  eco¬ 
nomic  philosophy. 

The  national  economy  ylll  thrive  as  more 
children  have  access  to  educational  and  voca¬ 
tional  opportunities  to /fit  them  for  produc¬ 
tive  citizenship  in  tin/Nation.  On  the  other 
hand,  the  economy  ik  not  only  currently  bur¬ 
dened  by  high  cost'  of  institutional  support 
for  these  unfort^fiate  children,  but  stores  up 
for  itself  future  economic  burdens  of  care 
for  those  unequipped  for  self-care. 

As  social  workers,  we  have  firsthand  knowl¬ 
edge  of  th</ consequences  of  poverty  and  de- 
privatioiy&nd  are  shocked  and  dismayed  that 
the  unemployed  and  underprivileged  in  the 
District  of  Columbia  are  denied  access  to 
the  yfery  programs  available  to  those  in  like 
circumstances  in  more  farsighted  areas. 

Ve  note  that  the  excuse  offered  by  the 
dhairman  of  the  District  Subcommittee  of 


the  Senate  Appropriations  Committee  Is  that 
the  District  unemployment  rate  is  too  low 
to  justify  such  a  program  here.  Pacts  do 
not  support  this.  Of  the  15  States  (as  of 
October)  with  a  program  of  aid  to  unem¬ 
ployed  parents,  7  have  rates  equal  to  or 
less  than  that  of  the  District  of  Colum¬ 
bia  which  has  an  estimated  rate  of  5  to  6 
percent  in  its  city  area,  as  distinct  from  the 
metropolitan  area.  Even  greater  disparities 
would  be  evident  if  data  were  compiled  on 
a  census  tract  basis. 

The  children  in  the  city  precincts  get 
just  as  hungry  as  those  in  the  outlying 
precincts.  Their  parents  are  just  as  ambi¬ 
tious  for  them  as  the  parents  in  the  more 
privileged  areas  are  for  their  children.  If 
this  program  of  Aid  to  Families  of  Depend¬ 
ent  Children  who  are  unlucky  enough  to 
have  able  bodied  but  unemployed  parents 
is  defeated,  this  defeat  denies  the  validity 
not  only  of  the  basic  national  concern  for 
family  maintenance  but  also  the  national 
concern  about  serious  problems  stemming  in 
large  measure  from  poverty.  Poor  school-at¬ 
tendance,  juvenile  delinquency,  and  child 
health  are  among  these  problems  for  the 
treatment  of  which,  important  Federal  pro¬ 
grams  have  been  inaugurated. 

We  urge  that  the  entire  membership  of 
the  Senate  Appropriations  Committee  takj  ’ 
new  look  at  the  proposal  to  extend  aid 
vhaemployed  parents  which  was  outlined/by 
thk  Director  of  the  Department  of  Public 
Welrare  in  the  recent  hearings.  We  remind 
them\hat  the  children  of  these  fam/fies  will 
grow  uH  to  pay  taxes,  perhaps  to  Aive  mili¬ 
tary  service,  and  even,  please  Goa,  to  vote. 

Inabel  B.  Lindsay, 

Dean,  School  of  Social  W/nk,  Howard 
University. 

WashingtonN 

(This  letter  also  signed  by  25  mem¬ 
bers  of  the  faculty  of  June  School  of  Social 
Work.) 
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Mr.  HUMPHREY.  Mi\  President,  I 
ask  unanimous  consent  to  Rave  printed 
at  this  point  in  the  Record  am^rticle  en¬ 
titled  ‘/The  Social  ChristiansX  written 
by  Roland  Evans  and  Robert\Novak, 
and/published  in  the  Washington  Post 
of/October  23,  1963.  The  article  relates 
the  activity  of  the  Christian  Demp- 
'fcratic  Party  in  Venezuela. 

There  being  no  objection,  the  article' 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

-  The  Social  Christians 
(By  Rowland  Evans  and  Robert  Novak) 

Caracas,  Venezuela. — The  future  of  Vene¬ 
zuela  may  depend  not  so  much  on  the  army 
and  police  flushing  out  Communist  terro- 
ists  as  on  a  little  publicized  crusade  by  liberal 
Catholics  to  wean  the  nation’s  youth  away 
from  communism. 

Copei,  Venezuela’s  Social  Christian  Party 
and  junior  partner  in  President  Romulo 
Betancourt’s  coalition  government,  is  chal¬ 
lenging  Communist  domination  of  the  coun¬ 
try’s  students,  and  with  considerable  suc¬ 
cess.  The  Social  Christians  have  won  control 
of  the  state  universities  at  Maracaibo  and 
Valencia  and  are  running  a  close  second  to 
Communists  at  Caracas  Central  University, 
the  staging  center  for  the  anti-Nixon  riots 
in  1958. 

Nor  is  the  clash  between  communism  and 
liberal  Catholicism  limited  to  Venezuela. 
Throughout  Latin  America,  Social  Christians 
comprise  the  one  anti-Communist  force  that 
talks  the  heady,  idealistic  language  of  youth. 

The  college  student,  who  has  exerted  dis¬ 
proportionate  influence  in  Latin  politics  for 


a  long  time,  is  now  the  focal  point  of  the 
hemisphere’s  subversive  movements.  Mos¬ 
cow  and  Havana  have  failed  to  subvert  lajabr, 
peasants,  or  even  slum  dwellers.  They/rely 
on  the  student. 

This  reliance  has  become  absolute  ifi  Vene¬ 
zuela,  where  one  of  every  four  college  stu¬ 
dents  is  pro-Communist.  Furthermore, 
these  young  men  and  women  form  the  core 
of  terrorist  units  and  ofter/  spend  their 
vacations  fighting  as  guerrillas  in  the  hills. 
These  youthful  bomb  thrqwers  include  the 
very  Venezuelans  who  ought  to  be  the  coun¬ 
try’s  future  leaders. 

The  son  of  one  anti-Communist  state  gov¬ 
ernor  is  a  Communis? guerrilla  in  the  Falcon 
Mountains.  The  daughter  of  one  of  Presi¬ 
dent  Betancourt^  personal  associates  is  a 
Communist  terrorist  in  Caracas.  The  list 
goes  on  and  or 

Special  factors  encourage  the  gravitation 
of  Venezuelan  youth  toward  communism. 
The  1952-68  dictatorship  of  Gen.  Marcos 
Perez  Jhnenez  concentrated  on  persecuting 
its  democratic  opposition — but  let  Commu¬ 
nists  Ain  wild.  As  a  result,  they  thoroughly 
infiltrated  the  faculties  of  universities  and 
normal  schools.  The  madcap  provisional 
)vernment  that  followed  Perez  Jimenez’s 
fall  compounded  the  damage  by  granting 
Central  University  an  autonomy  that  makes 
it  a  sanctuary  for  subversives. 

Even  without  this  assistance,  however,  the 
Communists  would  be  doing  well  enough 
with  young  Venezuelans.  Latin  America’s 
middle-class  young  intellectuals  are  tor¬ 
mented  by  the  poverty  and  social  injustice 
they  see  everywhere.  They  want  an  easy  an¬ 
swer.  The  Communists  give  it  to  them. 

Certainly,  these  students  derive  little  in¬ 
spiration  from  Betancourt’s  Accion  Demo- 
cratica  (AD)  Party.  AD’s  magnificent  po¬ 
litical  machine  probably  will  push  a  lack¬ 
luster  candidate  to  victory  in  the  December 
1  election  to  succeed  Betancourt  (who  is 
barred  by  the  constitution  from  another 
term).  But  AD  would  run  poorly  in  a  poll 
of  students. 

Founded  a  generation  ago  as  a  revolution¬ 
ary  Marxist  party,  AD  has  dropped  most  of  its 
socialist  trappings.  When  it  expelled  its 
pro-Communists  in  1960,  most  of  AD’s  youth 
went  with  them.  It  is  today  an  unexciting, 
mildly  liberal  party  of  older  men,  who  prefer 
ornate  offices  in  Miraflores  Palace  to  launch¬ 
ing  crusades. 

Not  so  the  Social  Christians.  True,  they 
cannot  match  the  Communists  and  offer 
students  the  thrill  of  swaggering  off  to  battle 
with  a  submachinegun.  But  they  do  offer 
^social  revolutionary  doctrine  to  transform 
/enezuelan  society.  The  Cope  Party,  orga¬ 
nised  in  1946  as  a  conservative  clerical  party, 
is  ■fcell  left  of  center  today.  Its  youth  is  par¬ 
ticularly  suspicious  of  private  enterprise, 
specifically  American  business  “imperialism.” 

Naturally  enough  then  not  all  anti-Com- 
munists  IRre  are  overjoyed  with  the  rise  of 
the  Social\Christians.  Parish  priests  im¬ 
ported  from ‘Spain  and  conservative  mem¬ 
bers  of  the  Caiholic  hierarchy  are  appalled. 
American  businessmen  (plus  some  staffers 
from  the  U.S.  Embassy)  would  much  prefer 
the  emergence  of  a,  middle-class  party  sup¬ 
porting  private  enterprise,  but  that  kind  of 
party  would  be  anaRema  to  Venezuelan 
youth. 

And  no  matter  how  mudb  the  radicalism  of 
the  Social  Christians  here  Ray  annoy  Wash¬ 
ington,  they  can  be  counted  on  to  take  a 
hard  line  against  communisrR  That’s  no 
small  assurance  in  Latin  America  today. 

Mr.  HUMPHREY.  Mr.  President,  the 
article  tells  us  a  great  deal  about  what 
is  taking  place  in  that  part  of  the  Vorld. 
It  is  good  reading  for  those  of  usNyho 
are  vitally  interested  in  the  foreign  aid 
bill. 
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Referred  to  the  Committee  on  Post  Office  and  Civil  Service 


AN  ACT 

To  amend  the  Federal  Employees  Health  Benefits  Act  of  1959. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tines  of  the  United  States  of  America  in  Congress  assembled, 

3  That  the  Federal  Employees  Health  Benefits  Act  of  1959 

4  (5  U.S.O.  3001-3014)  is  hereby  amended  as  follows: 

5  (1)  Section  2  (c)  (3)  is  amended  by  striking  the  words 

(1  “as  a  result  of  injury  sustained  or  illness  contracted  on  or 

7  after  such  date  of  enactment  . 

8  (2)  Section  2  (c)  (4)  is  amended  by  striking  the  words 

9  “on  account  of  injury  sustained  or  illness  contracted  on  oi 

10  after  such  date  of  enactment”. 

!  i  (3)  Section  2  (d)  is  amended  by  inserting,  after  “step- 

13  child*’,  foster  child,”. 
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(4)  Section  2  (e  )  is  repealed. 

(5)  Section  3(b)  (1)  is  amended  by  inserting,  after 
“or”,  the  last  word  in  the  paragraph,  the  following:  “(C) 
the  full  period  or  periods  of  service  beginning  with  the 
enrollment  which  became  effective  not  later  than  December 
31,  1963,  and  ending  with  the  date  on  which  he  becomes 
an  annuitant,  or”. 

(6)  Section  3  is  amended  by  adding  the  following  sub¬ 
section  : 

“(g)  Any  annuitant  (including  an  individual  receiving 
monthly  compensation  as  a  result  of  injury  sustained  prior 
to  the  effective  date  specified  in  section  16  and  who  would  be 
an  annuitant  if  the  injury  or  illness  had  been  sustained  or 
contracted  on  or  after  that  date)  who  at  the  time  he  became 
an  annuitant  shall  have  been  enrolled  in  a  health  benefits 
plan  under  this  Act  and  who  at  the  time  he  became  an  an¬ 
nuitant  was  ineligible  to  continue  his  enrollment  may,  upon 
his  application  before  July  1,  1964,  and  under  such  other 
conditions  of  eligibility  as  the  Commission  may  by  regula¬ 
tion  prescribe,  prospectively  enroll  in  an  approved  health 
benefits  plan  described  in  section  4  either  as  an  individual 
or  for  self  and  family.” 

(7)  Section  6(d)  is  amended  by  the  addition  of  a 


sentence  reading  as  follows : 
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“The  Commission  may  terminate  the  contract  of  any 
carrier  effective  at  the  end  of  a  contract  term  if  the  Com¬ 
mission  finds  that  at  no  time  during  the  preceding  two  con¬ 
tract  terms  did  the  carrier  have  three  hundred  or  more  em¬ 
ployees  and  annuitants  (exclusive  of  family  members) 
enrolled  for  its  plan.” 

(8)  Section  6(f)  is  amended  by  placing  a  period  after 
the  word  “contract”  in  the  last  sentence  and  striking  the 
remainder  of  the  sentence. 

(9)  Section  6(g)  is  amended  by  striking  “,  at  the 
option  of  the  employee  or  annuitant,”. 

(10)  Section  7(a)  (1)  is  amended  by  inserting  the 
word  “and”  at  the  end  of  clause  (A)  and  by  striking  out  the 
following:  “(other  than  as  provided  in  clause  (C)  of  this 
paragraph),  and  (C)  not  less  than  $1.75  or  more  than 
$2.50  biweekly  for  a  female  employee  or  annuitant  enrolled 
for  self  and  family  including  a  nondependent  husband”. 

(11)  Section  7  (a)  (2)  is  amended  to  read  as  follows: 

“(2)  For  an  employee  or  annuitant  enrolled  in  a  plan 

described  under  section  4  (3)  or  (4)  for  which  the  biweekly 
subscription  charge  is  less  than  twice  the  Government  con¬ 
tribution  established  under  paragraph  (1)  of  this  subsection, 
the  Government  contribution  shall  be  50  per  centum  of  the 
subscription  charge.” 
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(12)  Section  8(b)  is  amended  by  inserting  after  the 
first  sentence  thereof,  the  following  new  sentences : 

“The  Commission,  from  time  to  time  and  in  such 
amounts  as  it  considers  appropriate,  may  transfer  unused 
funds  for  administrative  expenses  to  the  contingency  reserves 
of  the  plans  then  under  contract  with  the  Commission.  When 
funds  are  so  transferred,  each  contingency  reserve  shall  be 
credited  in  proportion  to  the  total  amount  of  the  subscrip¬ 
tion  charges  paid  and  accrued  to  the  plan  for  the  contract 
tenn  immediately  preceding  the  contract  term  in  which  the 
transfer  is  made.” 

( 13)  Section  8  is  amended  by  adding  the  following  sub¬ 
section  : 

“(d)  (1)  Whenever  the  assets,  liabilities  and  member¬ 
ship  of  employee  organizations  sponsoring  or  underwriting 
plans  approved  under  section  4(3)  have  been  or  are  here¬ 
after  merged,  the  assets  (including  contingency  reserves) 
and  liabilities  of  the  plans  sponsored  or  underwritten  by  the 
merged  organizations  shall,  at  the  beginning  of  the  contract 
term  next  following  the  date  of  the  merger  or  enactment  of 
this  subsection,  be  transferred  to  the  plan  sponsored  or  under¬ 
written  by  the  successor  organization.  Each  employee  or 
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annuitant  hereafter  affected  by  a  merger  shall  also  be  trans¬ 
ferred  to  the  plan  sponsored  or  underwritten  by  the  successor 
organization  unless  he  enrolls  in  another  plan  under  this  Act. 

“  (2)  Except  as  provided  in  paragraph  (1)  of  this  sub¬ 
section,  whenever  a  plan  described  under  section  4(3)  or 
4  (4)  is  or  has  been  discontinued  under  this  Act,  the  con¬ 
tingency  reserve  of  that  plan  shall  be  credited  to  the  con¬ 
tingency  reserves  of  the  plans  continuing  under  this  vAct  foi 
the  contract  term  following  that  in  which  termination  oc¬ 
curs,  each  reserve  to  he  credited  in  proportion  to  the  amount 
of  the  subscription  charges  paid  and  accrued  to  the  plan  for 
the  vear  of  termination.” 

• J 

(14)  Section  10(c)  is  amended  to  read  as  follows: 

“  (c)  Any  employee  enrolled  in  a  plan  under  this 
Act  who  is  removed  or  suspended  without  pay  and  later  re¬ 
instated  or  restored  to  duty  on  the  ground  that  such  removal 
or  suspension  was  unjustified  or  unwarranted  may,  at  his 
option,  enroll  as  a  new  employee  or  have  his  coverage  re¬ 
stored  to  the  same  extent  and  effect  as  though  his  removal 
or  suspension  had  not  taken  place  with  appiopriate  adjust 
ments  made  in  contributions  and  claims.” 


6 


1  Sec.  2.  Paragraphs  4,  10,  and  11  of  section  1  shall  take 

2  effect  on  the  first  clay  of  the  first  period  which  begins  at  least 

3  ninety  days  after  the  date  of  enactment  of  this  Act. 

Passed  the  Senate  November  15  (legislative  day,  October 
22), 1963. 

Attest:  FELTON  M.  JOHNSTON, 

Secretary. 
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HIGHLIGHTS:  House  committee  voted  to  report  land- grant  college  water  research 

center  bill.  Rep.  Riehlman  announced  intention  .to  introduce  cigarette  labeling  bill. 
Sen.  Humphrey  commended  food  for  /aace  program  iikLatin  America.  Sen.  Magnuson 
inserted  Sen.  Humphrey's  speeclyfrraising  Administration  policies  and  programs.  Sen. 
Javits  submitted  and  discussed/measure  to  establish  Commission  on  Revision  of 
'gricultural  Laws  and  Prograr 


HOUSE 

RESEARCH.  The  Inferior  and  Insular  Affairs  Committee  votW  to  report  (but  did 
not  actually  report)  with  amendment  S.  2,  to  establish  wat-^r  resource  research 
centers  at  thp  land-grant  colleges  and  State  universities  aiyd  promote  a  more 
adequate  national  program  of  water  research,  p.  D56 

Both  HoV»es  received  the  annual  report  of  the  National  Sciet  :e  Foundation 

(H.  Doc.y^09).  pp.  1257,  1312 

2.  TOBACCO^  Rep,  Riehlman  announced  that  he  would  introduce  a  bill  to  >quire 

cautionary  labeling  of  cigarette  containers  to  inform  the  younger  p  >nle. 
pp/1312-3 

3.  CL AM AT ION.  Received  from  the  Interior  Department  a  report  on  the  Lower 
Division,  Teton  Basin  project,  Idaho  (H.  Doc.  208).  p.  1324 

4.  PERSONNEL,  A  subcommittee  of  the  Post  Office  and  Civil  Service  Committee 

voted  to  report  to  the  full  committee  with  amendment  S.  1561,  to  amend  the 
Federal  Employees  Health  Benefits  Act.  p.  D56 


eton 


2 


AGING.  The  Select  Subcommittee  on  Education  of  the  Education  and  Labor 
Committee  voted  to  report  to  the  full  committee  with  amendment  H.  R.  7957, 
vto  provide  assistance  in  the  development  of  new  or  improved  programs  to  help 
.der  persons  and  to  establish  in  HEW  an  agency  for  the  "Administration  of 
AjHng."  p.  D55 


6. .LEGISLATIVE  PROGRAM.  Rep.  Albert  announced  that  the  House  would  meetyfm  Sat., 
Feb.  lN^nct  probably  on  Sat.,  Feb.  8,  to  consider  the  civil  rights  Xill. 
p.  1311 


7.  ADJOURNED  ui\il  Fri. ,  Jan.  31.  p.  1324 

SENATE 


SUPPLEMENTAL  APPROPRIATIONS.  Concurred  in  the  House  amendment  to  H.  J  Res. 
875,  the  supplemental  appropriations  bill  for  fiscal  year  1964,  providing 
funds  for  the  mental\retardation  program,  federal ly/impacted  school  districts, 
the  National  Defense  Education  Act,  and  the  Mexican  farm  labor  program.  This 
bill  will  now  be  sent  tdythe  President,  pp.  I27£w 


9.  ADMINISTRATION  PROGRAMS.  S^n.  Magnuson  inserted  a  speech  of  Sen.  Humphrey 
commending  the  Administration's  policies  any  programs,  including  area  re¬ 
development,  the  food  stamp  program,  food  ^or  peace,  the  school  lunch  program, 
and  farm  credit  activities,  ppV  1283-5 


10.  FOOD  FOR  PEACE.  Sen.  Humphrey  ins^ted/his  speech  before  the  conference  of  the 
Catholic  inter-American  cooper  at  ionywrogr  am,  in  which  he  praised  the  food- 
for-peace  program  in  Latin  America/ \p.  1267-7 


11.  LEGISLATIVE  PROCESS.  Continued  debate  on\S .  Res.  Ill,  to  permit  Senate 

committees  to  meet  while  the  Senate  is  in  Session  until  the  end  of  the  morning 
hour.  pp.  1257-8,  1276,  1278',  1281-3. 


12.  FCIC.  Received  from  this  Department  the  annuaiS^eport  of  the  Federal  Crop 
Insurance  Corporation,  ypp.  1262-3 


13.  REPORTS.  Received  thy  annual  reports  of  Commerce  and  General  Services  Adminis¬ 
tration.  p.  1263 


14.  TAXATION.  Sen.  Dduglas  reviewed  provisions  of  the  proposed  tax  reduction  bill, 
point  out  what/he  considered  to  be  good  and  bad  features  \>f  the  bill,  and 
discussed  several  features  of  the  bill  with  Sen.  Long.  pp\l287-1301 


15.  ELECTRIFICATION.  Sen.  Magnuson  commended  the  signing  by  Canada 'and  the  U.S. 
of  the  revised  Columbia  River  hydroelectric  and  flood-control  treaty  and 
inserted  an  editorial  urging  prompt  implementation  of  the  treaty\  p.  1286 


ITEMS  IN  APPENDIX 


16.  WH£AT.  Extension  of  remarks  of  Rep.  Purcell  inserting  and  commending  a  'Kan. 
'^Legislature  resolution  urging  the  Congress  and  the  Secretary  of  Agriculture 
"to  provide  a  voluntary  type  wheat  program  for  the  wheat  producers  of  the 
Nation,"  and  recommending  that  any  legislation  passed  "should  provide  for  tl 
maintenance  and  improvement  of  income  and  also  allow  some  of  our  wheat  pro¬ 
duction  to  be  competitive  in  the  markets  of  the  world."  pp.  A374-5 
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HIGHLIGHTS:  House  committee  voted  y6  report  tobacco  research  bill.  Reps.  Hoeven, 

Quie,  and  Nelsen  criticized  USDA' s/faew  adjustedxparity  ratio.  Rep.  Stinson  charged 
that  Russia  is  using  wheat  to  make  industrial  aloohol.  Sens.  Symington  and  Pearson 
urged  action  to  restrict  beef  imports.  Sen.  Gruening  supported  creation  of  Depart¬ 
ment  of  H0using  and  Community  ^Development .  Sen.  Morion  defended  proposed  quality 
stabilization  bill. 


HOUSE 

TOBACCO .  RESEARCH'.  The  Agriculture  Committee  voted  to  report  (but  did  not 
actually  report)  with  amendment  H.  J.  Res.  915,  to  direct  the  Secretary  of 
Agriculture/to  conduct  research  into  the  quality  and  health 'factors  of 
tobacco  ana  other  ingredients  used  in  the  manufacture  of  cigarettes, 
pp.  D82-' 

PARITY /RATIO .  Reps.  Hoeven,  Quie,  and  Nelsen  criticized  USDA's  new ''adjusted 
parity  ratio,  which  they  stated  now  will  contain  Government  payment s\  to 
farmers,  as  giving  a  "distorted  and  inaccurate  picture  of  the  parity \atio. 

>p.  Hoeven  urged  congressional  action,  if  necessary,  to  prevent  use  oKthe 
lew  formula,  pp.  2220-3 

3/  WHEAT,  Rep.  Stinson  charged  that  Russia  needs  wheat  to  distill  into  industrial 
alcohol  rather  than  to  feed  its  people,  pp,  2223-4 


2. 


v4.  FORESTRY.  Received  from  this  department  a  proposed  bill  to  remove  the  requir* 
ment  in  present  law  that  property  hired  or  rented  from  employees  must  be  f< 
the  use  of  someone  other  than  the  one  from  whom  the  property  is  hired  or 
"rented;  to  Agriculture  Committee,  p.  2233 


5.  CIV1 
216< 


RIGHTS. 

02217 


Continued  debate  on  H.  R.  7152,  the  civil  rights  bill. 


pp. 


6.  EDUCATION  TAXATION.  Rep.  Bray  urged  the  Federal  Government  to  £drn  back  to 
the  States  the  cigarette  taxes  for  education  purposes,  pp.  2225-7 


7.  CIVIL  DEFENSE^  Received  from  the  Defense  Department  the  report  on  property 
acquisitions  af  emergency  supplies  and  equipment  for  the  Civil  Defense  Office 
for  the  period  ending  Dec.  31,  1963.  p.  2232 


.  RSONNEL;  PROCUREMENT,  Received  from  the  Census  and  government  Statistics  Sub¬ 
committee  of  the  Post  Office  and  Civil  Service  Committee  a  report,  "Statist 1- 
ca  ctivities  of  the\Federal  Government;  Personnel,  Equipment,  and  Contract 
Costs  (H.  Rept.  1130)\p.  2233  ^  4 


9.  PEACE  CORPS.  The  Foreign  Affairs  Committee  vdfced  to  report  (but  did  not 
actually  report)  H.  R.  9666\  to  amend  further  the  Peace  Corps  Act.  p.  D83 


10.  PERSONNEL,  HEALTH.  The  Post  Office  and  Civil  Service  Committee  voted  to  report 

£but  did  not  actually  report)  with  amendment  S.  1561,  to  amend  the  Federal 
Employees  Health  Benefits  Act"  by  eliminating  the  discrimination  against 
married  women  s  contribution  toward  their  insurance  premium."  p.  D83 


SNATI 


11.  TAXATION.  Continued  debate  on 
2080-2115,  2118-48 


R.  8363, \the  tax  bill.  pp.  2043-4,  2048-79, 


12.  BEEF  IMPORTS.  Sen.  Symlng^n  urged  action  to  restrict  beef  imports,  inserted 
Sa  emen£  ^  at  Ccmtp'ess  has  been  assured  iK.  recent  days  that  strongest 
efforts  are  being  madyby  Agriculture  Secretary  Freeman,  with  full  White  Houi 
support,  to  reach  agreement  with  Australia  and  New^ealand  on  curtailment  of 
e  rise  in  U.  S.  bp€f  imports,"  and  inserted  Assistant  Secretary  Renne's 
statement  reviewing  the  beef  import  situation,  pp.  2^15-7 

Sen.  Pearson  uirged  action  to  restrict  beef  imports,  \nserted  various 
statistics  on  domestic  production  and  imports  of  beef  ami  veal,  and  stated 
a  a  s/w  th  ustralia  and  New  Zealand  for  voluntaryVrestrictions  on 

quotas^0^^  Successful  be  would  urge  adoption  of  temporary  import 


13.  ICES.  /Ben.  Morton  defended  the  proposed  quality  stabilization  \ill  on  re- 

*il fnd  cyU1fized  ”a  Purported  ’fact  sheet'  on  quality  stabilization 
being  circulated  among  economics  professors  around  the  country" 

7777.  3  ™aS8t^ve  acad^ic  congressional  letterwriting  assauk  against 

duality  stabilization."  pp.  2047-8  X 


14./H0USING  Sen.  Gruening  commended  and  urged  early  enactment  of  the  Presidi^r' 

Pr°Po?cl  l°T  Creation  of  a  Apartment  of  Housing  and  Community  Development, 
pp.  Z15Z-3 

Sens.  Douglas  and  Gruening  were  added  as  cosponsors  of  S.  2475,  to  estab¬ 
lish  a  Department  of  Housing  and  Community  Development,  p.  2043 
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HIGHLIGHTS:  House  passed  pestitide  labeling  billy  Rep,  Becker  urged  longshoremen 
to  continue  refusal  to  load  wireat  for  shipment  to  Russia.  Rep,  Morris  urged  passage 
\0f  legislation  to  limit  beef' imports.  Rep.  Patman  Complimented  President's  pro¬ 
posed  poverty  program.  Sen.  McGovern  deplored  drop  i\.  egg  prices.  Sen,  Bartlett 
inserted  Rep,  A spina 11* s/speech  endorsing  land  and  water  conservation  fund  bill. 

Sen.  Proxmire  charged  Garner  ce  has  broken  pledge  for  shipment  of  Soviet  wheat  on 
U,  S.  vessels.  Sen.  J2urksen  introduced  cotton  bill. 


HOUSE 

1.  HEALTH,-  RESEARCH.  Both  Houses  received  the  President’ s  messes  summarizing  ac¬ 

tivities/under  the  health  research  facilities  program  (H.  Doc}y23C).  pp. 

2773, 

2.  WHEAT'.  Rep.  Becker  congratulated  the  longshoremen  for  their  refusal,  to  loed 
American  wheat  for  shipment  to  Russia  and  urged  the  continuation  of\their 

rolicy.  p.  2835 

3/  PESTICIDES •  Passed  with  amendment  S.  l6o5,  to  provide  for  labeling  of  economic 
poisons  with  registration  numbers  to  eliminate  registration  under  pr°™atK 
after  substituting  the  provisions  of  a  similar  bill,  H.  R.  9739,  which  was\h  n 

tabled,  pp.  2839-U2 
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FOREIGN  TRADE,  Rep,  Lipscomb  charged  that  the  Commerce  Department  was  institui!^ 
ing  a  move . to  withhold  information  from  the  public  on  trade  with  the  Communists 
by  discontinuing  the  publication  of  its  daily  list  of  export  licenses  issued. 

'Je  also  stated  that  the  Department  was  trying  to  save  this  money  while,  aSthe 
sa^jie  time,  being  heavily  involved  in  arranging  special  shipping  subsidies  to 
gra\n  companies  in  order  to  help  them  sell  wheat  to  Russia,  p.  2850 


BEEF  IMPORTS.  Rep.  Morris  charged  that  the  recently  concluded  voluntary  agree- 
merit  be t\reen  the  U.  S.  and  Australia  and  New  Zealand,  to  limit  besff  exports  to 
the  U,S,,\did  not  go  far  enough.  He  stated  that  the  best  solution  to  this 
problem  wod^d  be  passage  of  legislation,  p.  2859 


6,  POVERTY.  Rep,  ^atman  complimented  the  President  for  his  proposed  poverty  prograi 
and  urged  direc\help  to  the  poverty-stricken  and  bi-parti^an  support  against 
poverty,  pp.  287X-80  ~ 


ATI0N*  At  the  rHpuest  of  Rep,  Aspinall,  by  unanimous  consent,  struck  from 
the  Consent  Calendar  OS.  J,  Res.  17,  to  designate  tha/lake  to  be  formed  by  the 
waters  from  the  FlamingNGorge  Dam,  Utah,  and  the  recreation  area  contigous  to 
the  lake,  as  "OMahoney  LaV^e  and  Recreation  Area.*/  p.  2836 


8.  SCIENTIFIC  RESERVE.  On  objections  of. Reps.  Van/Pelt,  Kelly  and  Siler,  struck 
rom  the  Consent  Calendar,  H,>R.  1096,  to  authorize  Interior  to  cooperate  with 
Wise,  in  the  designation  of  theSlce  Age  National  Scientific  Reserve,  Rep.  Van 

.e  t  inserted  hie  press  statement  charging that  the  hearings  on  this  bill  were 
inadequate,  p.  2836  x  ^ 


9.  FORESTRY;  LOANS.  Passed  without  amendment  H.  R.  8230,  to  liberalize  the  grantini 

°f  q11  forest  tracts  by  provid^hgVor  long-term  credit  by  commercial  banks, 

pp.  2o37-o  '  x 


10.  TRANSPORTATION.  Passed^ without Amendment  S.\2317,  to  amend  Sec.  15  of  the  Shipp- 
ing  Act,  1916,  to  provide  for /the  exemption  df  certain  terminal  leases  from  pen¬ 
alties.  This  bill  will  now  Me  sent  to  the  President,  p.  281*2 

Rep.  Secrest  charged  that  a  provision  of  H\R,  9903,  to  strengthen  and  im¬ 
prove  the  national  transportation  system,  would  ehd  the  restriction  against 

rail^f?^ranSp°rting  )™eir  0W1  Produced  commodities  in  interstate  commerce, 
pp.  281*9-50  x  ^ 


11.  RESEARCH.  ^ec®ived /he  progress  report  of  the  Select  CoWttee  on  Government 
Research  (H.  Rept/lli*3)  (p,  2882).  Rep.  Elliott  insertedRthe  10  major  studies 
this  Committee  w*ll  undertake,  pp.  285U-5  x 


12.  DEMOCRATIC  PAR?fr.  Rep.  Whitener  inserted  Rep,  Dorn’s  remarks  discussing  the 

Democratic  party’ s  stand  on  farm  programs,  textiles,  poverty,  edonory  in  Goverr 
ment,  taxation,  and  foreign  policy,  pp,  2856-8 


13.  PERSONNEL;  HEALTH.  The  Post  Office  and  Civil  Service  Committee  reported  with 
amendments S.  1561,  to  amend  the  Federal  Employees’  Health  Benefits  Act  "by 
eliminating  the  discrimination  against  married  women’ s  contributions  toward 
their  insurance  premium"  (H.  Rept.  lll*2).  p.  2882 


SENATE 


FOOD-FOR-PEACE.  Sen.  Bartlett  inserted  a  speech  by  Richard  Reuter,  special 
ass  s  an  o  e  resident  and  Director  of  the  food— for -peace  program,  revJewir 
and  commending  accomplishments  of  the  program,  pp.  2818-20 


88th  Congress  )  HOUSE  OF  REPRESENTATIVES  j  Report 
2d  Session  j  (  No.  1142 


AMENDMENTS  TO  THE  FEDERAL  EMPLOYEES  HEALTH 

BENEFITS  ACT  OF  1959 


February  17,  1964. — Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 

I 

Mr.  Pool,  from  the  Committee  on  Post  Office  and  Civil  Service,  sub¬ 
mitted  the  following 

REPORT 

[To  accompany  S.  1561] 

The  Committee  on  Post  Office  and  Civil  Service,  to  whom  was 
referred  the  bill  (S.  1561)  to  amend  the  Federal  Employees  Health 
Benefits  Act  of  1959,  having  considered  the  same,  report  favorably 
thereon  with  amendments  and  recommend  that  the  bill  as  amended 
do  pass. 

Amendments 

The  committee  proposes  two  amendments  to  S.  1561  as  it  passed 
the  Senate — an  amendment  to  the  text  and  an  amendment  to  the 
title. 

I  AMENDMENT  TO  THE  TEXT 

The  amendment  to  the  text  of  the  bill  strikes  out  all  after  the 
enacting  clause  and  inserts  in  lieu  thereof  a  substitute  text  which  is 
contained  in  the  reported  bill  in  italic  type.  This  amendment  to  the 
text  of  S.  1561  makes  certain  technical  and  perfecting  changes  in 
language,  while  incorporating  all  of  the  amendments  to  the  Federal 
Employees  Health  Benefits  Act  of  1959  upon  which  the  U.S.  Civil 
Service  Commission  and  the  Senate  are  in  unanimous  agreement, 
and  a  further  amendment  to  the  act  adopted  by  the  committee  which 
is  also  agreed  to  by  the  Commission.  An  explanation  of  the  amend¬ 
ment  to  the  text  is  contained  in  the  explanation  of  the  bill  by  sections. 
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AMENDMENT  TO  THE  TITLE 


The  amendment  proposed  by  the  committee  to  the  title  of  the  bill 
is  as  follows: 

Amend  the  title  so  as  to  read : 

An  Act  to  amend  the  Federal  Employees  Health  Benefits 
Act  of  1959  to  remove  certain  inequities  in  the  application 
of  such  Act,  to  improve  the  administration  thereof,  and  for 
other  purposes. 

The  purpose  of  this  amendment  to  the  title  is  to  provide  a  title  which 
will  reflect  more  accurately  the  text  of  S.  1561,  as  reported. 

Purpose 

S.  1561,  which  passed  the  Senate  on  November  15,  1963,  by  unani¬ 
mous  action  and  which  has  been  unanimously  reported  from  the 
committee,  proposes  a  number  of  amendments  to  the  Federal  Employ¬ 
ees  Health  Benefits  Act  of  1959  (Public  Law  86-382;  5  U.S.C. 
3001-3014).  The  purposes  of  these  amendments  are  (1)  to  solve 
problems  that  have  arisen  from  the  application  of  the  act  to  particular 
circumstances  and  which  were  unforeseen  prior  to  enactment;  (2)  to 
correct  certain  inequities;  and  (3)  to  simplify  and  improve  generally 
the  administration  of  the  act. 

Statement 

The  Federal  employees  health  benefits  program,  which  began  opera¬ 
tions  on  July  1,  1960,  provides  over  2  million  Federal  employees  and 
their  4  million  family  members  with  health  insurance  protection  that 
ranks  among  the  most  complete  obtainable.  By  far  the  largest 
health  benefits  program  in  the  world,  it  operates  every  day  to  protect 
Federal  employees  from  the  financial  impact  of  both  routine  medical 
expenses  and  major  medical  and  hospital  costs. 

The  program  has  confounded  the  skeptics  who  had  prophesied  that 
a  health  benefits  system  of  this  magnitude  could  not  be  satisfactorily 
established  within  the  confines  of  a  legislative  action.  It  was  antici¬ 
pated  by  many  that  serious  administrative  problems  would  develop 
that  would  require  continual  perfecting  and  remedial  legislation.  It 
is  a  real  tribute  to  the  Congress  and  to  the  people  who  worked  with  it 
and  its  committees  in  drafting  the  original  legislation  that  this  has 
not  been  the  case. 

However,  the  experience  of  the  Civil  Service  Commission  to  date  in 
administering  the  act  has  revealed  a  few  minor  problem  areas  which  the 
Commission  now  feels  require  attention.  In  an  official  recommenda¬ 
tion  submitted  to  the  Congress  on  May  8,  1963,  the  Commission 
proposed  legislation  to  solve  these  problems  and  S.  1561  is  the  result 
of  that  recommendation. 

Dining  the  course  of  the  hearings  which  both  this  committee  and 
the  Senate  Post  Office  and  Civil  Service  Committee  held  on  the  legisla¬ 
tion  it  became  apparent  that  several  other  provisions  of  the  Federal 
Employees  Health  Benefits  Act  of  1959,  not  included  in  the  Com¬ 
mission’s  proposal,  also  require  some  perfecting  action.  The  Senate 
committee  added  four  additional  amendments  to  the  act  that  were  not 
included  in  the  Civil  Service  Commission’s  proposal,  and  this  com- 
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mittee,  while  approving  the  Senate  action,  also  added  one  further 
amendment  which  it  feels  will  materially  improve  the  program. 

In  summary,  S.  1561  contains  all  of  the  amendments  to  the  reclci  al 
Employees  Health  Benefits  Act  of  1959  that  were  recommended  by 
the  Civil  Service  Commission,  plus  four  additional  amendments  that 
were  adopted  by  the  Senate  and  one  further  amendment  adopted  by 
this  committee.  The  Civil  Service  Commission  has  offered  no  objec¬ 
tion  to  any  of  these  additional  amendments. 


Explanation  of  the  Bill  by  Sections 

The  first  section  of  the  bill,  consisting  of  14  paragraphs,  makes  all 
substantive  and  technical  changes  in  the  Federal  Employees  Health 
Benefits  Act  of  1959  which  are  recommended  by  the  Civil  Service 
Commission  as  well  as  those  additional  changes  approved  by  t  le 

Senate  and  by  this  committee.  .  .  „  , 

Paragraphs  ( 1 )  and  (2)  of  such  first  section  permit  enrolled  em¬ 
ployees  to  continue  then-  health  insurance  coverage  when  placed  on 
employees’  compensation  even  though  the  injury  giving  rise  to  com¬ 
pensation  payments  occurred  prior  to  enactment  of  the  Health 
Benefits  Act  in  1959.  Paragraphs  (1)  and  (2)  simply  eliminate  the 
present  date  criterion,  the  phrase  “on  or  after  such  date  of  enactment, 
in  the  definition  of  annuitant. 

At  present  the  enrolled  employee  who  goes  on  compensation  based 
on  an  injury  suffered  before  the  1959  enactment  date  loses  his  health 
benefits  coverage  and  is  not  again  eligible  for  coverage  until  and  unless 
he  returns  to  active  employment.  The  compensable  disability  may 
remit  and  recur  again  and  again.  Each  time  the  old  injury  forces  the 
enployee  back  on  the  compensation  rolls,  he  loses  coverage.  I  ms 
amendment  will  permit  such  an  employee  to  retain  his  coverage  while 
on  compensation  in  the  same  manner  as  the  employee  entitled  to 
compensation  due  to  an  injury  sustained  after  1959.  1  he  amend¬ 

ment  corrects  a  situation  which  is  extremely  unfair  to  the  individual 
involved  and  to  his  family  and  which  further  complicates  the  overall 

administration  of  the  health  benefits  program.  .  .  , 

Paragraph  (3)  (A)  adds  foster  children  who  are  living  with  the 
N  employee  or  annuitant  in  a  regular  parent-child  relationship  to  the 
)  list  of  family  members  who  can  be  covered  by  the  enrollment  oi  an 

employee  or  annuitant.  .  ..  .  ,  ,  ,  t  , 

Under  present  law,  adopted  and  natural  children,  but  not  ioster 
children,  may  be  covered  under  an  employee’s  family  enrollment. 
This  places  an  extra  burden  on  employees  with  ioster  children. 
Some  examples  related  to  the  committee  are  employees  who  are 
rearing  grandchildren,  a  niece,  and  a  minor  brother  whose  parents 
are  dead.  The  amendment  would  also  cover  a  child  who  is  m  the 
legal  custody  of  an  employee.  Foster  children  are  customarily  in¬ 
cluded  in  family  memberships  by  other  large  employers  and  insurers, 
and  the  amendment  simply  brings  the  Federal  program  into  line  with 
this  practice.  The  Civil  Service  Commission  reports  that  the  latent 
additional  cost  of  covering  foster  children  is  negligible. 

Paragraph  ( 3 )  ( B )  is  the  further  amendment  to  the  Health  Benefits 
Act  adopted  by  the  committee  which  makes  a  most  desirable  improve¬ 
ment  in  the  program.  It  continues  health  benefits  coverage  under 
an  employee’s  family  enrollment  for  unmarried  children  up  to  the 
age  of  21  years.  The  age  limit  presently  in  the  law  is  19  years,  the 
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committee  amendment  strikes  19  years  where  it  appears  in  section 
2(d)  of  the  act  and  substitutes  in  lieu  thereof  21  years. 

This  change  will  bring  the  health  benefits  program  into  line  with  a 
similar  liberalization  that  Congress  enacted  into  the  retirement 
program  in  the  last  Congress  to  continue  survivor  benefits  for  children 
over  the  age  of  18  and  under  20,  provided  they  are  pursuing  full-time 
studies.  The  committee  did  not  include  a  requirement  that  the 
children  be  pursuing  full-time  studies  because  such  a  requirement 
in  the  Health  Benefits  Act  was  vigorously  opposed  by  the  Civil 
Service  Commission  on  the  basis  that  “it  would  be  so  difficult  of 
administration  under  the  health  benefits  program  as  to  be  impracticable 
if  not  actually  unworkable.” 

The  Commission  does  not  oppose  raising  the  age  limit  to  21  for  all 
unmarried  children  regardless  of  whether  or  not  they  are  in  school. 
In  fact,  it  did  recommend  the  21-year  age  limit  in  April  1959  to  the 
Senate  Post  Office  and  Civil  Service  Committee  during  original 
consideration  of  the  health  benefits  legislation.  The  Commission 
states  that  the  cost  of  extending  health  benefits  coverage  to  children 
up  to  the  age  of  21  would  be  minimal. 

Paragraph  (4),  in  conjunction  with  paragraphs  (10)  and  (11),  would 
eliminate  from  present  law  a  provision  that  tends  to  discriminate 
against  married  female  employees  who  are  required  to  pay  appreciably 
more  for  their  health  benefits  protection  than  are  married  male 
employees.  This  amendment  was  adopted  by  the  Senate. 

Under  present  law  the  Government,  in  effect,  does  not  contribute  to 
the  health  benefits  coverage  of  a  nondependent  husband  of  a  married 
woman  employee.  Family  plan  coverage  is  available  to  the  family  of 
married  women  Government  employees  with  the  standard  Govern¬ 
ment  contribution  only  if  the  husband  is  in  a  dependent  status.  For 
example,  the  Government  contribution  for  a  female  employee  or  an¬ 
nuitant  enrolled  for  self  and  family,  including  a  nondependent  husband, 
is  now  not  less  than  $1.75  nor  more  than  $2.50  biweekly.  This  com¬ 
pares  with  not  less  than  $3  nor  more  than  $4.25  biweekly  in  the  case  of  a 
male  employee  enrolled  for  self  and  family.  This  amendment  would 
place  the  female  employee  with  family,  including  nondependent 
husband,  on  the  same  Government-contribution  basis  as  regular 
family  enrollments. 

The  Civil  Service  Commission  reports  that,  in  the  interest  of 
equity,  it  does  not  object  to  equalizing  the  Government  contribution 
for  women  with  nondependent  husbands.  It  estimates  that  about 
100,000  such  women  would  qualify  for  an  increase  in  contribution  of 
$1.30  biweekly,  based  on  present  contribution  rates.  On  this  basis, 
the  annual  cost  of  this  amendment  to  the  Government  would  be 
between  $3.25  million  and  $3.5  million. 

Paragraph  ( 5 )  provides  that  an  employee  who  enrolled  in  a  health 
plan  up  through  December  31,  1964,  who  otherwise  might  be  ineligible 
to  do  so  because  he  did  not  enroll  at  the  first  opportunity,  may  con¬ 
tinue  his  coverage  as  an  annuitant. 

Under  present  law,  in  order  to  continue  coverage  after  retirement, 
the  employee  must  have  been  enrolled  for  not  less  than  5  years  im¬ 
mediately  prior  to  retirement  or  must  have  enrolled  at  his  first  oppor¬ 
tunity.  Despite  every  effort  to  inform  them,  many  employees  did 
not  grasp  the  importance  of  enrolling  at  the  first  opportunity,  and 
those  of  this  group  coming  up  for  retirement  in  the  next  few  years 
will  find  themselves  ineligible  for  continued  coverage  as  retirees  be- 
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cause  of  failure  to  enroll  at  the  first  opportunity.  The  proposed 
amendment  will  enable  such  employees  to  enroll  up  through  December 
31.  1964,  in  order  to  keep  their  health  plans  after  retirement. 

Paragraph  ( 6 ),  which  is  another  amendment  adopted  by  the  Senate, 
has  the  elfect  of  making  retroactive  the  amendment  to  the  Health  Ben¬ 
efits  Act  proposed  by  paragraph  (5)  above.  The  paragraph  (6)  amend¬ 
ment,  in  which  the  Civil  Service  Commission  concurs,  anticipates  the 
development  of  an  inequity  and  corrects  it  in  advance.  It  is  intended  to 
cover  enrolled  employees  who  retired  since  July  1960,  and  who  are 
without  health  insurance  coverage  because  they  had  failed  to  enroll 
at  their  first  opportunities.  It  will  permit  these  very  few  retired 
employees  involved  to  regain  their  health  benefits  protection  by  allow¬ 
ing  them  to  enroll  up  through  December  31,  1964. 

This  liberalization  is  extended  only  to  those  retired  employees  who 
were  actually  enrolled  in  a  health  plan  under  the  act  and  who  met 
every  other  requirement  at  the  time  of  retirement  except  that  they 
had  not  enrolled  at  their  first  opportunity.  It  does  not  provide  that 
coverage  has  been  in  effect  retroactively,  nor  does  it  apply  to  retirees 
who  retired  without  ever  having  been  enrolled  in  a  plan. 

Paragraph  (7)  permits  the  Civil  Service  Commission  to  terminate  the 
contract  of  any  carrier  at  the  end  of  a  contract  term  if  the  Commission 
should  find  that  in  the  preceding  two  contract  terms  the  carrier  did 
not  have  300  or  more  employees  and  annuitants  enrolled  in  its  plan. 

This  authority  would  be  discretionary  which  the  Commission 
reports  it  would  use  sparingly  and  with  good  judgment.  The  Com¬ 
mission  states  that  the  cost  of  contract  negotiation  and  settlement, 
preparation  of  brochures,  and  other  processes  and  operations  necessary 
for  such  plans  are  disproportionate  to  any  advantage  in  keeping  them 
in  the  program  as  carriers.  There  are  currently  5  plans,  all  of  the 
group-practice  type  with  a  combined  enrollment  of  538,  whose  con¬ 
tracts  could  be  terminated  under  this  proposed  authority. 

Paragraph  ( 8 )  eliminates  the  present  requirement  of  law  that  the 
Civil  Service  Commission  review  and  approve  the  terms  and  conditions 
of  nongroup  contracts  offered  by  carriers  to  former  employees  or 
annuitants  who  elect  to  convert. 

These  terms  and  conditions  are  generally  subject  to  regulation  by 
State  law.  The  Commission  reports  that  it  is  highly  impracticable 
for  it  to  review  all  conversion  contracts  that  can  be  offered  under 
State  law.  In  many  cases  terms  are  specified,  at  least  in  part,  by  State 
laws  and  regulations,  and  cannot  be  altered  by  the  Commission. 
Consequently,  review  by  the  Commission  does  little  or  nothing  to 
improve  the  conversion  contracts  and  tends  to  limit  the  number  of 
conversion  contracts  available  to  departing  Federal  employees  to 
those  which  have  been  filed  with  the  Commission  and  processed  by  the 
Commission’s  staff.  The  Commission  states  it  will  continue  to  pro¬ 
vide  in  its  contracts  that  carriers  must  offer  conversion  contracts  which 
meet  certain  requirements  of  law  and  regulations,  such  as  noncancela- 
bility  and  elimination  of  waiting  periods. 

Paragraph  ( 9 )  eliminates  the  present  requirement  that  the  em¬ 
ployee  or  annuitant  who  elects  to  convert  to  a  nongroup  contract  be 
offered  the  choice  of  a  cancelable  or  a  noncancelable  conversion  policy. 

This  amendment  proposes  that  only  noncancelable  contracts  will  be 
required  to  be  offered.  The  present  law  requirement  that  a  choice 
be  offered  between  a  cancelable  and  noncancelable  contract  has  proved 
meaningless.  No  cancelable  contracts  have  been  requested,  evidently 


6  AMENDMENTS  TO  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  ACT 

because  of  the  uncertain  protection  they  afford.  It  would  be  in  the 
best  interest  of  Federal  employees  to  require  only  that  noncancelable 
policies  be  offered  for  conversion  purposes.  The  amendment  would 
not  prohibit  a  carrier  from  offering  the  additional  option  of  a  cancelable 
policy  if  it  is  so  desired. 

Paragraph  (10)  is  discussed  under  the  heading  "Paragraph  (4).” 
Paragraph  (10)  strikes  out  of  present  law  the  separate  Government 
contribution  rates  and  enrollment  classification  for  a  “female  em¬ 
ployee  or  annuitant  enrolled  for  self  and  family,  including  a  nonde¬ 
pendent  husband.” 

Paragraph  (11)  corrects  a  technical  defect  in  the  present  law  in  order 
to  maintain  the  intent  that  the  Government  contribution  shall  not 
exceed  50  percent  of  the  lowest  priced,  Government-wide  option. 

The  present  law  is  so  worded  as  to  require  a  Government  contribu¬ 
tion  of  more  than  50  percent  where  the  employee  enrolls  in  a  plan 
costing  more  than  the  legal  minimum  but  less  than  the  lowest  priced, 
Government-wide  option.  Section  7(a)(1)  of  the  Health  Benefits  Act 
sets  the  legal  minimum  at  $1.25.  The  cost  of  the  lowest  priced, 
Government-wide  option  is  presently  $2.60  so  that  the  Government 
contribution  is  $1.30.  Section  7(a)(2)  of  the  act  provides  that  if  a 
plan  costs  less  than  $2.50  biweekly,  the  Government  contribution  will 
be  50  percent  of  the  actual  charge. 

There  are  no  instances  now  in  which  the  Government  contribution 
actually  exceeds  50  percent,  but  the  situation  could  arise  in  the  event 
the  cost  of  the  Government-wide  option,  which  is  used  as  the  basis  for 
fixing  the  Government  contribution,  were  to  increase,  for  example, 
to  $3  biweekly,  so  that  the  Government  contribution  would  then  be 
$1.50  across  the  board.  In  such  a  circumstance  section  7(a)(2)  would 
take  care  of  a  plan  that  costs  less  than  $2.50;  but  in  the  case  of  a  plan 
costing  $2.60  biweekly  the  Government  contribution  would  be  $1.50, 
or  57.7  percent,  rather  than  50  percent,  or  $1.30. 

The  amendment  limits  the  Goverhment  contribution  to  50  percent 
at  most  in  cases  of  this  sort  for  all  enrollments,  including  a  female 
employee  with  nondependent  husband. 

Paragraph  (12)  incorporates  into  S.  1561  the  provisions  of  H.R.  7400 
which  was  introduced  as  a  result  of  an  official  recommendation  of  the 
Civil  Service  Commission  and  which  passed  the  House  of  Repre¬ 
sentatives  on  the  Consent  Calendar  on  October  7,  1963.  The  para¬ 
graph  was  added  by  the  Senate. 

This  amendment  will  give  the  Civil  Service  Commission  authority 
to  transfer  unneeded  funds  from  the  administrative  expense  reserve 
fund  under  the  Health  Benefits  Act  to  the  contingency  reserves  of  the 
various  health  plans  in  proportion  to  the  subscription  charges  of  the 
plans.  The  present  1  percent  set  aside  for  the  administrative  expense 
reserve  has  accumulated  a  sum  more  than  adequate  to  pay  adminis¬ 
trative  expenses.  Paragraph  (12)  will  enable  the  Commission  to  reduce 
the  administrative  reserve  fund  and  to  avoid  accumulation  of  un¬ 
needed  funds  in  this  reserve  by  diverting  the  excess  to  the  contingency 
reserves  of  participating  plans  where  it  can  be  utilized  to  benefit 
subscribers. 

Paragraph  (18)  adds  a  new  subsection  (d)  to  section  8  of  the  Health 
Benefits  Act  in  order  to  cover  situations  not  presently  dealt  with  in  the 
law  with  regard  to  the  contingency  reserves  of  discontinued  plans 
and  plans  sponsored  by  employee  organizations  that  merge. 
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Paragraph  (1)  of  such  new  subsection  (d)  provides  for  the  transfer 
to  a  successor  organization  of  all  the  assets  (including  contingency 
reserves)  and  liabilities  of  health  plans  sponsored  by  employee  orga¬ 
nizations  that  merge.  Each  employee  or  annuitant  affected  by  a 
merger  will  also  be  transferred  to  the  plan  sponsored  by  the  successor 
organization  unless  he  chooses  to  enroll  in  another  plan. 

This  amendment  was  included  by  the  Senate  in  S.  15G1  in  order  to 
correct  the  problem  created  when  two  or  more  employee  organiza¬ 
tions  merge,  each  of  which  sponsors  a  health  benefits  plan.  The 
specific  case  involved  is  the  merger  in  May  1961  between  the  National 
Federation  of  Post  Office  Clerks  and  the  United  National  Association 
of  Post  Office  Craftsmen  to  form  the  present  United  Federation  of 
Postal  Clerks.  Both  of  the  merged  organizations  operated  large 
and  successful  health  benefits  plans.  In  this  particular  case,  an 
actual  merger  of  the  plans  was  not  effected.  Instead,  it  was  decided 
to  permit  the  smaller  of  the  two  plans,  that  sponsored  by  the  United 
National  Association  of  Post  Office  Craftsmen,  to  expire,  with  the 
membership  transferring  to  the  plan  sponsored  by  the  successor 
organization.  However,  when  a  final  accounting  of  the  smaller  plan 
was  made,  it  was  found  that  it  had  built  up  a  sizable  contingency 
reserve  for  which  there  is  no  present  provision  for  disposition.  These 
reserve  funds  presently  exist  in  a  limbo  from  which  they  might  not 
be  removed.  This  amendment  permits  the  funds  to  be  transferred 
to  the  health  plan  of  the  United  Federation  of  Postal  Clerks  so  that 
they  can  be  of  benefit  to  those  employees  to  whom  they  rightfully 
belong. 

The  Civil  Service  Commission  has  given  its  full  endorsement  to 
this  amendment  as  a  solution  to  the  existing  problem  and  a  method 
for  handling  future  such  occurrences. 

Paragraph  (2)  of  such  new  subsection  (d)  authorizes  the  Civil 
Service  Commission  to  credit  the  contingency  reserve  of  any  dis¬ 
continued  plan  to  those  plans  remaining  in  the  health  benefits  pro¬ 
gram  for  the  contract  term  following  that  in  which  the  termination 
occurred.  Each  of  the  remaining  plans  will  be  credited  in  proportion 
to  the  premiums  paid  and  accrued  for  the  year  of  discontinuance. 

Present  law  also  makes  no  provision  for  the  disposition  of  the  con¬ 
tingency  reserves  of  health  benefits  plans  that  may  discontinue 
business.  The  Civil  Service  Commission  has  recommended  this 
amendment  as  an  equitable  method  of  disposing  of  these  funds. 
Each  plan  will  be  credited  in  proportion  to  the  amount  of  its  premi¬ 
ums  for  the  year  of  discontinuance  which,  roughly,  reflects  the 
number  of  persons  covered  by  the  plan. 

Paragraph  (14)  permits  a  reinstated  or  restored  employee  to  elect 
to  enroll  as  a  new  employee  or  remain  in  the  same  plan  and  receive 
indemnification  for  medical  expenses  incurred  during  a  period  of 
removal  or  suspension. 

The  employee  now  has  no  such  choice  and  his  coverage  must  be 
made  retroactive  with  an  attendant  adjustment  of  premiums  and 
claims,  if  any,  back  to  date  of  removal  or  suspension.  The  amend¬ 
ment  would  permit  a  restored  employee  to  elect  whether  to  have 
retroactive  coverage  or  to  enroll  as  a  new  employee.  It  is  assumed 
that  restored  employees  will  not  need  or  want  retroactive  coverage 
where  their  medical  expenses  during  the  period  of  removal  or  sus¬ 
pension  are  minor. 
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This  amendment  is  designed  to  afford  equitable  treatment  to  the 
relatively  few  employees  involved.  Reinstatement  of  an  employee 
may  occur  months  after  his  suspension  or  removal.  During  the 
interim  he  may  have  acquired  and  paid  for  other  health  insurance. 
Such  an  employee  should  not  have  his  Federal  employee  coverage 
reinstated  retroactively,  as  the  law  presently  requires,  and  be  made 
to  pay  twice  for  his  health  insurance  while  he  was  suspended  or 
removed.  Additionally,  the  employee  may  be  enrolled  in  a  group- 
practice  plan  which  provides  direct  medical  services  (not  indemnities) 
which  he  could  not  obtain  during  the  erroneous  suspension  or  removal. 

Section  2  of  S.  1561  provides  that  paragraphs  (4),  (10),  and  (11)  of 
the  first  section  of  the  bill  shall  become  effective  on  the  first  day  of  the 
first  pay  period  which  begins  at  least  90  days  after  the  date  of  enact¬ 
ment.  The  Civil  Service  Commission  needs  this  leadtime  in  order  to 
make  effective  the  above  paragraphs  that  will  place  married  women 
employees  with  nondependent  husbands  on  the  same  Government 
contribution  and  enrollment  basis  as  male  employees  with  families. 

Hearings 

The  committee  held  an  extensive  hearing  on  this  legislation  on 
August  2,  1963,  at  which  18  witnesses  representing  the  administration, 
employee  organizations,  insurance  underwriters,  and  health  associa¬ 
tions  testified. 

Cost 

With  the  exception  of  the  estimated  cost  of  approximately  $3.25 
million  per  annum  to  equalize  Government  contributions  to  the  health 
benefits  men  and  women  employees,  enactment  of  this  measure  will 
not  result  in  any  additional  net  cost.  In  fact,  the  Civil  Service  Com¬ 
mission  estimates  that  minor  savings  in  administrative  expenses  will 
result. 

Agency  Recommendations 

The  executive  communication  from  the  U.S.  Civil  Service  Commis¬ 
sion  recommending  enactment  of  this  legislation  and  additional  com¬ 
munications  on  related  provisions  of  the  measure  follow: 

U.S.  Civil  Service  Commission, 

Washington,  D.G.,  May  8,  1963. 

Hon.  John  W.  McCormack, 

Speaker  of  the  House  of  Representatives , 

Washington,  D.C. 

Dear  Mr.  Speaker:  The  Civil  Service  Commission  is  submitting 
with  this  letter,  for  the  consideration  of  the  Congress,  proposed 
amendments  to  the  Federal  Employees  Health  Benefits  Act.  I  lie 
proposed  amendments  would  remove  certain  inequities  in  the  appli¬ 
cation  of  the  act  and  simplify  its  administration.  Enclosed  are  a 
draft  bill,  sectional  analysis,  and  a  statement  of  purpose  and  justifica¬ 
tion  which,  respectively,  set  forth,  analyze,  and  give  reasons  for  the 
proposed  amendments.  These  state  the  nature  of  the  proposals 
specifically  and  in  detail. 

The  Bureau  of  the  Budget  advises  that  there  would  be  no  objection 
from  the  standpoint  of  the  administration’s  program  to  submission  of 
the  draft  bill. 
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A  similar  letter  is  being  sent  the  President  of  the  Senate. 

By  direction  of  the  Commission : 

Sincerely  youis,  j0HN  f.  Macy,  Jr.,  Chairman. 

STATEMENT  OF  PURPOSE  AND  JUSTIFICATION 

Our  experience  to  date  under  the  Federal  Employees  Health  Benefits 
Act  has  revealed  a  number  of  problems  which  arise  I  rom  the  appli¬ 
cation  of  the  act  to  particular  circumstances,  some  ol  which  were 
unforeseen  prior  to  enactment  of  the  law.  I  he  purpose  of  the  proposed 
legislation  is  to  solve  some  of  these  problems,  remove  certain  inequities 
in  the  application  of  the  act,  and  simplify  ds  administration.  No 
added  Government  costs  will  result  from  the  proposed  changes,  ihey 
will  instead  produce  minor  savings,  the  amount  ot  which  cannot  be 

eSThe  proposals  have  been  stated  in  the  sectional  analysis  and  the 

reasons  for  the  amendments  iollow.  , 

(1  and  2)  are  intended  to  eliminate  termination  ol  eligibility  ioi 
health  benefits  coverage  where  an  enrolled  employee  becomes  entitled 
to  employees’  compensation  based  on  an  injury  suffered  beiore  enact¬ 
ment  of  the  act.  The  compensable  disability  may  remit  and  recur 
amiin  and  again.  Each  time  the  individual  returns  to  the  active  rolls 
as  an  employee  he  is  eligible  to  enroll  as  an  employee  and  each  tmie 
he  -oes  on  the  compensation  rolls  he  loses  eligibility.  This  is  uni  a  l 
to  the  individual  and  complicates  administration.  I  he  propose 
amendment,  by  changing  the  definition  ol  annuitant,  won  <1  penmt 
the  employee  enrolled  under  the  Federal  Employees  Health  Benefits 
Act  to  take  his  coverage  with  him,  as  an  annuitant,  when  he  returns 

to  the  compensation  rolls.  .  ,  ,  ,  „i -i 

(3)  Customarily  health  benefits  insurers  have  included  foster  chil¬ 
dren  in  family  memberships.  They  were  not  so  included  under  t^. 
Federal  program  and  the  result  was  an  increased  cost  of  health  benefits 
to  some  employees.  Among  cases  which  have  come  to  our  attention 
are  those  ol  three  employees  who  are,  respectively,  rearing  grand- 
child ern,  a  niece,  and  a  minor  brother,  whose  parents  are  dead  in 
each  of  these  cases  the  employee  is  precluded  by  State  law  horn 
adopting  children  so  closely  related.  In  other  cases  emp loyees  are 
rearing  children  under  preadoption  agreements.  The  latent  addi¬ 
tional  cost  of  covering  foster  children  is  negligible. 

(4)  Under  present  law  an  employee  in  order  to  continue  coverage 
after  retirement  must  have  been  enrolled  for  not  less  than  the  5  years 
immediat  ely  preceding  his  retirement  or  must  have  enrolled  during  the 
first  enrollment  period.  The  Commission  and  other  involved  agencies 
made  every  effort  to  inform  all  employees  concerning  the  health 
program.  However,  some  employees,  because  of  the  newness  ot  the 
program  and  a  failure  to  comprehend  the  importance  of  initial  enroll¬ 
ment,  did  not  avail  themselves  of  the  first  opportunity  to  enroll. 
The  present  amendment  will  enable  those  who  enroll  up  thioug 
December  31,  1963,  to  keep  their  health  plans  alter  retirement. 

(5)  This  provision  would  permit  the  Commission  to  terminate  the 
contract  of  anv  carrier  at  the  end  of  a  contract  period  if  during  the 
preceding0 two  contracts  periods  the  carrier  did  not  have  300  or  more 
employees  and  annuitants  enrolled  in  its  plan.  There  are  currently 

H.  Kept.  1142,  88-2 - 2 
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(December  19G2)  five  plans,  with  a  combined  enrollment  of  538, 
whose  contracts  could  be  terminated  under  this  proposed  authority. 
The  amendment  here  proposed  would  impose  little,  if  any,  additional 
workload  upon  the  Commission.  The  costs  of  contract  negotiation 
and  settlement,  preparation  of  brochures,  and  other  administrative 
processes  and  operations  necessary  for  such  plans  are  disproportionate 
to  any  advantage  resulting  from  their  inclusion  as  carriers. 

(6)  The  present  act  requires  a  former  employee  or  annuitant  who 
elects  to  convert  to  a  nongroup  contract  to  pay  the  full  periodic 
charges  on  such  terms  and  conditions  as  are  prescribed  by  the  carrier 
and  approved  by  the  Commission.  These  terms  and  conditions  are 
generally  subject  to  regulation  by  State  law.  The  Commission  can¬ 
not  well  review  all  conversion  contracts  that  can  be  offered  under 
State  law.  in  many  cases  terms  are  specified,  at  least  in  part,  by 
State  laws  and  regulations,  and  cannot  be  altered  by  the  Commis¬ 
sion.  Consequently  review  by  the  Commission  does  little  to  improve 
the  conversion  contracts  and  tends  to  limit  the  number  of  conversion 
contracts  available  to  departing  Federal  employees  to  those  which 
have  been  filed  with  the  Commission  and  processed  by  the  Commis¬ 
sion’s  staff.  'The  Commission  will  continue  to  provide  in  its  contracts 
that  carriers  must  offer  conversion  contracts  which  meet  certain 
requirements  of  law  and  regulations,  such  as  noncancelability  and 
elimination  of  waiting  periods. 

(7)  Present  law  requires  that  the  employee  or  annuitant  be  offered 
the  choice  of  a  cancelable  or  noncancelable  conversion  policy.  There 
have  been  no  requests  for  cancelable  conversion  policies.  Morevoer, 
the  protection  offered  by  such  a  policy  is  somewhat  illusory  as  it  can 
be  revoked  at  any  time.  Under  the  circumstances  it  would  seem  to 
be  in  the  best  interest  of  Federal  employees  to  require  only  that  a  ’ 
noncancelable  policy  be  offered  for  conversion  purposes.  This  would 
not  prohibit  a  carrier  offering  the  additional  option  of  a  cancelable 
policy  if  it  so  desired. 

(8)  The  literal  wording  of  section  7(a)(2)  of  the  present  law  would 
require  a  Government  contribution  amounting  to  more  than  50  percent 
when  the  lowest  priced,  Government- wide  option  costs  more  than  the 
minimum  prescribed  by  law  and  the  employee  enrolls  in  a  plan  costing 
more  than  the  legal  minimum  but  less  than  the  lowest  priced,  Govern¬ 
ment-wide  option.  This  does  not  appear  to  have  been  the  intent  of 
Congress.  This  amendment  limits  the  Government  contribution  to 
50  percent  at  most  in  cases  of  this  sort. 

(9)  Two  of  the  original  plans  have  already  discontinued  participa¬ 
tion  in  the  Federal  employees  health  benefits  program.  The  present 
act  makes  no  provision  for  the  disposition  of  the  contingency  reserves 
of  discontinued  plans.  The  proposal  herein  made  is,  we  feel,  an 
equitable  method  of  disposing  of  these  funds.  Each  plan  will  be 
credited  in  proportion  to  the  amount  of  its  premiums  for  the  year  of 
discontinuance — which,  roughly,  reflects  the  number  of  persons 
covered  by  the  plan. 

(10)  The  present  law  provides  that  an  employee  who  is  removed  or 
suspended  and  then  restored  to  duty  shall  not  be  deprived  of  coverage 
and  benefits  for  the  interim  period.  To  this  end  it  requires  appropriate 
adjustments  in  contributions,  and  claims.  The  proposed  amendment 
would  permit  a  restored  employee  to  elect  whether  to  have  retroactive 
coverage,  or  to  enroll  as  a  new  employee.  Restored  employees  will 


AMENDMENTS  TO  FEDERAL  EMPLOYEES  HEALTH  BENEFITS  ACT  11 

not  need  or  want,  retroactive  coverage  where  their  medical  expenses 
during  the  period  of  removal  or  suspension  are  minor. 


U.S.  Civil  Service  Commission, 
Washington,  D.C.,  August  19,  1963. 

Hon.  Tom  Murray, 

Chairman,  Committee  on  Post  OJfice  and  Civil  Service, 

House  of  Representatives. 

Dear  Mr.  Chairman:  This  refers  further  to  your  request  of 
March  14,  1963,  for  a  report  on  H.R.  4525,  a  bill  to  amend  the  Federal 
Employees  Health  Benefits  Act  of  1959,  with  respect  to  the  contribu¬ 
tion  made  by  Government  toward  health  benefit  protection  for 
employees  and  annuitants  and  members  of  their  families. 

The  bill,  if  enacted,  would  (1)  change  the  method  for  determining  the 
amount  of  the  Government’s  contributions;  (2)  give  women  with  non- 
dependent  husbands  the  same  contribution  as  other  employees  with 
family  enrollments;  and  (3)  increase  the  amount  of  the  Government  s 

contribution.  ,  „ 

The  Commission  endorses  the  proposal  to  change  the  method  lor 
determining  the  amount  of  the  Government’s  contribution  which  now, 
in  general,  equals  but  cannot  exceed  50  percent  of  the  cost  ol^  the  least- 
expensive  option  offered  by  the  Government-wide  plans,  the  least 
expensive  Government- wide  option  costs  $2.60  biweekly  for  a  sell- 
only  enrollment  and  $6.24  biweekly  for  a  family  enrollment.  Except 
for  a  relatively  few  employees  who  are  in  plans  offering  options  priced 
at  less  than  these  amounts,  the  Government  contributes  biweekly 
$1.30  for  a  self-only  enrollment,  $3.12  for  a  regular  family  enrollment, 
and  $1.82  for  a  family  enrollment  of  a  woman  with  a  nondependent 

husband.  _  ,, 

This  method  of  determining  the  amount  of  the  Government  s 
contribution  should  be  changed  because  it  is  unsatisfactory.  I  rob- 
ably  its  major  fault  is  that  it  creates  the  following  anomalous  situation: 

The  less  expensive  (i.e.,  low)  options  have  attracted  the  good  in¬ 
surance  risks.  Most  of  the  low  options,  including  the  one  which 
determines  the  Government’s  contribution,  have  had  such  good 
morbidity  and  claims  experience  as  to  warrant  an  increase  in  benefits 
or  a  reduction  in  premium  rates.  However,  if  we  increased  benefits 
it  would  blur  the  distinction  between  low-  and  high-option  benefits; 
if  we  reduced  the  rates,  including  the  rate  for  the  least  expensive 
Government-wide  option,  the  Government’s  contribution  would  also 
be  reduced  to  an  amount  less  than  the  minimum  specified  in  the  act 
and  the  large  majority  of  employees  who  are  in  the  high  options  would 
have  to  pay  more  out  of  pocket  for  this  coverage  since  high-option 

rates  could  not  also  be  reduced.  .  . 

H.U.  4525  proposes  a  method  under  which  the  Government  would 
contribute  specified  biweekly  amounts  for  self-only  and  family  enroll¬ 
ments,  but  not  exceeding  in  any  case  50  percent  of  the  total  biweekly 
subscription  charge,  fins  would  leave  the  initiative  loi  a  change  in 
the  Government  contribution  with  the  Congress  and  allow  flexibility 
in  setting  the  amount  thereof.  Also,  it  would  permit  the  Commission 
to  consider  proposals  for  changes  in  benefits  and  rates  on  their  merits 
instead  of  in  the  light  of  their  impact  on  the  amount  of  the  Govern¬ 
ment’s  contribution. 
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In  the  interest  of  equity,  the  Commission  does  not  object  to  the 
proposal  which  would  equalize  the  Government  contribution  for 
women  with  nondependent  husbands.  We  estimate  that  about 
100,000  such  women  would  qualify  for  an  increase  in  contribution  of 
$1.30  biweekly,  based  on  present  contribution  rates,  and  that  therefore 
the  annual  cost  to  the  Government  would  be  between  $3.25  million 
and  $3.5  million. 

The  Commission  opposes  the  proposal  to  increase  the  Government’s 
contribution  at  this  time  because  it  is  not  in  accord  with  the  admin¬ 
istration’s  fiscal  policy. 

Including  the  1  percent  administrative  expenses  and  the  3  percent 
contingency  reserves  add-on  provided  for  by  section  8(b)  of  the  Fed¬ 
eral  Employees  Health  Benefits  Act  of  1959,  and  on  the  basis  of  enroll¬ 
ments  in  force  at  the  close  of  1962,  the  proposal  in  H.R.  4525  would 
increase  the  Government’s  biweekly  contribution  as  follows: 


Type,  of  enrollment 

Present 

Proposed 

Amount  of 

Percentage 

contribution 

contribution 

increase 

increase 

Self  only . . .  ....  _  _ 

$1.30 

$2.08 

$0. 78 

60 

Regular  family _  . . . 

3. 12 

5.20 

2.08 

67 

Family  with  nondependent  husband..  _  _ 

1.82 

5.20 

3.38 

186 

Approximate 

Amount  of 

Total  of 

Annual 

Type  of  enrollment 

number 

biweekly 

biweekly 

cost 

enrolled 

increase 

increase 

Self  only  ...  _  _ 

500, 000 

$0.78 

$390, 000 

$10, 140, 000 

Regular  family..  . .  .  _ 

1,500,000 

2.  08 

3.120,000 

81,120,000 

Family  with  nondependent  husband . . 

100  000 

3.38 

338, 000 

8, 788, 000 

Total _ ...  .  .  .... _  _  . 

3,848,000 

100, 048, 000 

H.R.  4525  could  accordingly  add  up  to  $100  million  to  the  Govern¬ 
ment’s  annual  payroll  cost. 

During  the  3  years  the  Federal  employees  health  benefits  program 
has  been  in  existence,  a  small  minority  of  employees  have  had  to  pay 
relatively  modest  increases  in  premiums — none  on  an  order  of  magni¬ 
tude  approaching  the  percentages  of  increases  in  the  Government’s 
contribution  proposed  in  H.R.  4525.  The  Commission,  therefore, 
believes  that  it  would  be  appropriate  to  postpone  any  consideration 
of  an  increase  in  the  Government  contribution  to  health  benefits  to  a 
time  in  the  future  when  at  least  a  majority  of  employees  have  ex¬ 
perienced  a  premium  increase  and  that  at  that  time  the  increase  in 
the  Government’s  contribution  should  bear  some  proportion  to  the 
premium  increase.  We  therefore,  urge  that  the  $2  and  $5  figures  in 
section  1  of  the  bill  be  amended  to  specify  $1.25  and  $3,  respectively, 
so  as  to  leave  the  Government’s  contribution  at  the  present  amounts. 

Accordingly,  if  amended  as  suggested,  the  Commission  favors  the 
enactment  of  H.R.  4525. 

In  connection  with  identical  bill,  S.  761,  the  Bureau  of  the  Budget 
advised  that  there  would  be  no  objection  to  the  submission  of  this 
report  to  the  committee. 

By  direction  of  the  Commission: 

Sincerely  yours, 


John  W.  Macy,  Jr.,  Chairman. 
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U.S.  Civil  Service  Commission, 
Washington,  D.C.,  August  22,  1963. 

Hon.  Tom  Murray, 

Chairman,  Committee  on  Post  Office  and  Civil  Service, 

House  of  Representatives,  Washington,  D.C. 

Dear  Mr.  Chairman.  This  is  in  response  to  a  request  made  by 
your  committee  staff  for  our  estimate  of  first-year  cost  of  the  increased 
Government  contributions  proposed  in  H.R.  4525. 

This  estimate  is  grounded  on  the  cost  of  Government  contributions 
on  the  H.R.  4525  basis  to  the  two  Government-wide  plans  which, 
together,  cover  approximately  76  percent  of  all  employees  enrolled 
in  the  program.  It  assumes  no  change  during  the  open  season  in 
October  1963  in  size  or  distribution  of  enrollment  as  between  the  two 
Government-wide  plans,  as  between  the  high  and  low  options  of  each 
of  these  plans,  and  as  among  the  three  types  of  enrollment  (self  only, 
self  and  family,  and  self  and  family — wife  with  nondependent  husband) . 

Using  the  premium  rates  for  the  fourth  contract  period  (November 
1963-October  1964)  the  additional  cost  of  Government  contributions 
for  that  contract  year  for  these  two  plans  would  be  approximately 
$40.40  million.  Projecting  this  cost  over  the  entire  universe  ^  of 
enrolled  employees  we  come  up  with  an  estimated  total  added  first 
year  Government  cost  of  $53.87  million. 

This  would  increase  total  Government  contributions  costs  for  the 
next  contract  period  from  $132.3  million  to  about  $186.21  million. 
Thereafter  plans  would  undoubtedly  increase  benefits  and  rates  to 
take  full  advantage  of  the  increased  Government  contribution;  this 
would,  in  turn,  bring  the  increased  Government  cost  up  close  to  the 
potential  $100  million  mentioned  in  the  Commission’s  report  of 
August  19,  1963. 

Sincerely  yours, 

John  W.  Macy,  Jr.,  Chairman. 


U.S.  Civil  Service  Commission, 
Washington,  D.C.,  September  5,  1963. 

Hon.  Tom  Murray, 

Chairman,  Committee  on  Post  Office  and  Civil  Service, 

House  of  Representatives. 

Dear  Mr.  Chairman:  This  refers  further  to  your  request  of 
January  24,  1963,  for  Commission  report  on  H.R.  1102,  a  bill  to 
amend  section  2  of  the  Federal  Employees  Health  Benefits  Act  of 
1959  to  provide  that  certain  students  21  years  of  age  and  under  shall 
be  included  as  a  member  of  the  family  of  a  Federal  employee  enrolled 
in  an  approved  health  benefits  plan. 

Under  existing  law,  the  family  health  benefits  enrollment  of  an 
employee  or  annuitant  covers,  as  members  of  family,  his  spouse  and 
his  unmarried  children  under  age  19.  An  unmarried  child  aged  19  or 
over  is  covered  as  a  member  of  family  if  incapable  of  self-support  due 
to  mental  or  physical  incapacity  which  existed  before  his  19th  birthday. 
A  child’s  status  and  coverage  as  a  member  of  family  thus  ceases  on  the 
day  the  child  marries,  reaches  age  19,  or,  if  covered  beyond  age  19, 
when  he  becomes  capable  of  self-support.  Cessation  of  coverage  in 
each  instance  is  subject  to  a  31 -day  temporary  extension  of  coverage, 
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during  which  the  employee  has  a  right  to  convert  the  child’s  coverage, 
without  evidence  of  insurability,  to  a  nongroup  health  benefits  con¬ 
tract  offered  by  the  carrier  of  his  plan. 

Effective  upon  enactment,  H.R.  1102  would  add  another  exception 
to  the  general  provision  for  termination  of  a  child’s  coverage  at  age  19. 
Under  the  added  exception  an  unmarried  child  would  be  covered  as  a 
family  member  after  age  19,  but  not  beyond  age  21,  so  long  as  he 
regularly  pursues  a  full-time  course  of  study  or  training  in  residence 
in  a  high  school,  trade  school,  technical  or  vocational  institute,  junior 
college,  college,  university,  or  other  comparable  recognized  educational 
institution.  Once  qualified  as  a  student,  the  child  would  be  deemed 
still  in  full-time  school  attendance  and  eligible  for  coverage  during 
nonschool  intervals  of  not  over  4  months  between  school  years  or 
terms,  provided  he  shows  a  clear  intention  to  continue  a  full-time 
student  in  the  same  or  another  school.  A  student-child  reaching  age 
21  in  any  month  other  than  Jiffy  or  August  would  be  deemed  not  to 
reach  age  21  until  the  July  1  following  his  actual  21st  birthday.j 
Coverage  of  a  child  meeting  these  conditions  could  thus  continue  until* 
his  actual  or  presumed  21st  birthday,  subject  to  earlier  termination  if 
he  ceases  to  be  a  student.  Once  coverage  terminated  because  of 
ceasing  to  be  a  student,  it  could  not  resume  even  though  the  child 
again  returned  to  full-time  schooling  before  reaching  age  21. 

The  bill  needs  technical  revision  in  two  respects:  (1)  in  line  7,  page 
1,  change  the  word  “eighteen”  to  “nineteen”,  to  be  consistent  with 
existing  law,  and  (2)  in  line  12,  page  2,  delete  the  phrase  “to  the  satis¬ 
faction  of  the  Commission”;  verification  of  intention  to  continue 
schooling  would  have  to  be  made  by  each  of  some  10,000  employing 
offices,  in  connection  with  family  enrollments,  and  by  each  of  the  40 
health  benefit  carriers,  in  connection  with  claims. 

Also,  the  immediate  effective  date  proposed  is  unrealistic.  At 
least  6  months  leadtime  would  be  required  to  permit  implementation 
of  a  change  of  this  sort.  Detailed  information  on  student-child 
eligibility  would  have  to  be  disseminated  worldwide  to  all  employing 
offices,  employees,  and  annuitants.  A  special  enrollment  period 
would  have  to  be  arranged  to  allow  persons  hitherto  without  family 
members  to  change  from  self  only  to  family  enrollments  to  cover 
children  newly  made  eligible  as  students.  To  support  this  type  oh 
enrollment  change,  involving  higher  employee  and  Government  con-' 
tributions,  it  would  be  necessary  to  make  advance  determinations  of 
eligibility  of  alleged  full-time  students.  In  addition,  the  health  bene¬ 
fits  carriers  would  have  to  develop  new  procedures  and  guides  for 
ascertaining  and  determining  student-child  status  for  purposes  of 
claims. 

If  II. R.  1102  is  to  be  seriously  considered,  it  should  be  amended  to 
make  coverage  for  the  new  student-child  class  effective  no  earlier 
than  6  months  after  enactment. 

The  Commission  does  not  concur  in  this  proposal.  This  idea  was 
considered  and  rejected  by  the  Congress  in  connection  with  the  framing 
of  the  Health  Benefits  Act  in  1959.  Senate  Report  468,  dated  July  2, 
1959,  on  S.  2162,  the  bill  which  became  the  Health  Benefits  Act, 
states  in  pertinent  part: 

“Various  birthdays  were  suggested  as  being  appropriate  for  ending 
coverage  of  children  as  dependents  under  family  policies.  S.  94 
included  children  to  age  19  unless  they  were  enrolled  in  a  full-time 
course  of  study  at  an  educational  institution;  in  that  event  coverage 
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was  extended  to  the  23d  birthday.  The  Civil  Service  Commission’s 
proposal  of  April  15  suggested  an  age  limit  of  2 1  for  all  children  whether 
or  not  they  were  in  school. 

“The  committee  was  aware  of  the  prevalence  of  college  health  plans 
and  of  inexpensive  ‘education’  health  policies  available  for  students. 
It  also  examined  the  prevailing  provisions  for  terminating  children’s 
coverage  under  family  policies  in  voluntary  health  insurance  plans 
throughout  the  country.  It  concluded  that  it  was  desirable  to  cover 
children  until  the  normal  age  for  completing  high  school.  At  this 
age  many  young  people  cease  to  be  dependent  and  become  wage 
earners.  Coverage  to  age  19  seemed,  therefore,  the  most  logical 
provision.” 

The  Commission  agreed  in  1959,  and  still  agrees,  with  this  sound 
judgment  on  duration  of  children’s  coverage  adopted  by  the  Congress. 
Our  experience  with  the  health  benefits  program  has  not  disclosed  any 
significant  shift  or  trend  in  pertinent  factors  which  would  warrant  a 
Yeversal  of  the  judgment  made  by  the  86th  Congress. 

/  Since  the  health  benefits  program  began  in  1960,  we  have  received 
only  a  limited  number  of  individual  inquiries  or  suggestions  regarding 
coverage  for  children  over  age  19  attending  school,  and  have  noted  no 
really  urgent  or  widespread  demand  for  adding  such  a  provision  to  the 
health  benefits  law.  It  is  apparent  that  this  particular  legislative 
proposal  was  given  impetus  by  the  fact  that  the  Civil  Service  Retire¬ 
ment  Act  was  amended  October  11,  1962,  to  exlend  survivor  annuity 
to  children  beyond  age  18  up  to  age  21  based  on  full-time  school 
attendance.  The  Commission  favored  the  Retirement  Act-  amend¬ 
ment,  but  did  so  for  reasons  which  do  not  apply  to  t  he  health  benefits 
program.  Child  survivors  under  the  retirement  law  receive  their 
benefits  because  of  the  loss  through  death  of  the  family’s  main  support. 
Availability  of  survivor  annuity  to  the  student-child  aged  18  to  21, 
who  is  either  an  orphan  or  has  only  one  parent  surviving,  may  often 
provide  the  margin  of  income  which  enables  him  to  continue  with  his 
education. 

These  considerations  do  not  exist  with  respect  to  extending  health 
benefits  coverage  to  student-children  aged  19  to  21.  In  each  case, 
the  employee-parent  is  still  living,  and  termination  of  the  child’s 
"health  benefits  coverage  at  age  19  presents  no  real  barrier  to  continua¬ 
tion  of  his  education.  The  worst  that  happens  is  that  the  employee- 
parent  has  to  pay  a  few  extra  dollars  per  month  for  the  child’s  health 
insurance  over  a  limited  period. 

The  student-child  provisions  in  the  Retirement  Act  have  proved 
complex  to  apply  and  their  administration  has  been  feasible  only 
because  it  is  done  on  a  centralized  basis.  This  crucial  advantage 
would  be  absent  under  the  health  benefits  program  which  is  of  neces¬ 
sity  operated  on  a  widely  decentralized  basis.  While  the  Commis¬ 
sion  has  overall  responsibility  for  administering  and  directing  the 
health  benefits  program,  the  great  mass  of  day-to-day  operations  are 
carried  on  by  some  10,000  employing  offices  located  worldwide  and 
by  the  40  health  benefits  carriers. 

Employing  office  responsibilities  include  such  functions  as  explain¬ 
ing  to  employees  their  rights  and  obligations  under  the  program, 
determining  eligibility  or  ineligibility  of  employees,  registering  and 
enrolling  eligibles,  processing  enrollment  changes,  reporting  enroll¬ 
ments  and  changes  to  carriers,  remitting  and  accounting  for  with¬ 
holdings  and  contributions,  and  maintaining  all  necessary  records  of 
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these  transactions.  As  part  of  the  enrollment  process,  employing 
offices  now  determine  the  self-support  capability  of  over-age-19 
children  claimed  to  be  dependent.  If  an  employee  has  no  other 
member  of  family,  the  dependency  decision  on  his  over-age-19  child 
governs  his  eligibility  to  enroll  or  remain  enrolled  for  self  and  family. 
At  present,  these  decisions  on  children  past  age  19  need  be  made  only 
infrequently  where  incapability  of  self-support  is  claimed. 

Enactment  of  a  student-child  provision  would  multiply  the  occa¬ 
sions  for  such  decisions  many  times  over.  Immediately  and  on  a  con¬ 
tinuing  basis,  such  provision  would  confront  employing  offices  with 
the  task  of  verifying  with  educational  institutions  throughout  the 
world  the  full-time  student  status  of  all  children  claimed  by  employees 
to  be  students  in  connection  with  all  existing  and  future  family  en¬ 
rollments.  Considering  that  over  1,500,000  family  enrollments  are 
now  in  force,  it  is  possible  to  visualize  the  immensity  of  the  added 
workload  which  would  be  imposed  upon  employing  offices.  In  our 
judgment,  the  added  administrative  expense  with  respect  to  employing 
offices  alone  would  be  disproportionately  high  in  comparison  to  benefits 
which  would  accrue  to  student-children. 

A  heavy  burden  would  also  fall  upon  health  benefits  carriers  in 
adjudicating  claims  and  providing  health  benefits  to  enrollees  and 
members  of  their  families.  Before  carriers  could  make  cash  payments 
or  payments  to  doctors  and  hospitals  in  student-child  cases,  the  car¬ 
riers  would  be  obliged  to  ascertain  current  student-child  status,  as 
well  as  its  existence  continuously  since  age  1 9  or  since  date  of  coverage 
under  a  family -enrollment  after  that  age.  In  some  instances  the 
carrier  could  probably  verify  a  child’s  student  status  from  records  in 
employing  offices  (if  very  recent),  but  in  most  cases  the  carriers  would 
undoubtedly  have  to  make  an  independent  verification  of  status 
through  correspondence  or  other  contact  with  educational  institu¬ 
tions.  The  result  could  only  be  delays  in  settlement  of  claims,  ranging 
in  degree  from  moderate  to  unconscionable,  and  a  material  increase  in 
carriers’  administrative  expenses. 

Even  the  student-children  would  be  subjected  to  certain  undesirable 
side  effects.  For  example,  in  many  cases  a  student-child’s  admission 
to  a  hospital  without  cash  deposit  would  be  delayed  pending  verifica¬ 
tion  of  his  current  and  uninterrupted  status  as  a  covered  student-child. 

In  the  light  of  these  prospects  it  is  our  opinion  that  the  proposed 
student-child  coverage  provision  would  be  so  difficult  of  administra¬ 
tion  under  the  health  benefits  program  as  to  be  impracticable  if  not 
actually  unworkable.  Accordingly,  the  Commission  recommends 
that  adverse  action  be  taken  on  H.R.  1102. 

We  have  no  data  on  which  to  base  an  estimate  of  the  added  cost 
which  would  result  from  enactment  of  H.R.  1102.  Some  added  cost 
would  certainly  result.  The  cost,  of  providing  health  benefits  for  the 
group,  aged  19  to  21,  would  be  negligible.  Practically  all  of  the  re¬ 
sulting  added  'costs  would  be  in  the  form  of  increased  administrative 
expenses.  A  student-child  provision  would  not,  in  and  of  itself,  cause 
any  immediate  rise  in  subscription  rates,  but  the  feature  would  be  one 
more  factor  added  to  other  existing  factors  which  will  require  rate 
increases  in  the  future. 

Should  Congress  nevertheless  decide  to  extend  children’s  coverage 
beyond  age  19,  the  Commission  wishes  to  renew  at  this  time  the  pro¬ 
posal  it  advanced  in  April  1959  to  the  Senate  Committee  on  Post  Office 
and  Civil  Service.  We  would  recommend  in  this  event  that  the  age 
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limit  be  raised  to  21  for  all  children,  regardless  of  whether  they  are 
in  school. 

The  Bureau  of  the  Budget  advises  that  from  the  standpoint  of  the 
administration’s  program  there  is  no  objection  to  the  submission  of 
this  report. 

By  direction  of  the  Commission. 

Sincerely  yours,  — ,  . 

John  W.  Macy,  Jr.,  Chairman. 


Changes  in  Existing  Law  Made  by  the  Bill,  as  Reported 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  hi  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  hi  which  no  change  is  proposed  is  shown  in  roman) : 

Federal  Employees  Health  Benefits  Act  of  1959 
*****  *  * 

DEFINITIONS 

Sec.  2.  As  used  in  this  Act — 

******* 

(c)  “Annuitant”  means — 

******* 

(3)  an  employee  who  receives  monthly  compensation  under 
the  Federal  Employees’  Compensation  Act  [as  a  result  of  injury 
sustained  or  illness  contracted  on  or  after  such  date  of  enactment] 
and  who  is  determined  by  the  Secretary  of  Labor  to  be  unable 

to  return  to  duty,  and  _ 

(4)  a  member  of  a  family  who  receives  monthly  compensation 
under  the  Federal  Employees’  C  ompensation  Act  as  the  sui^  i\  ing 
beneficiary  of  (A)  an  employee  who,  having  completed  five  oi 
more  years  of  service,  dies  as  a  result  of  illness  or  injury  compen¬ 
sable  under  such  Act  or  (B)  a  former  employee  who  is  separated 
after  having  completed  five  or  more  years  of  service^  and  who 
dies  while  receiving  monthly  compensation  under  such  Act  [on 
account  of  injury  sustahied  or  illness  contracted  on  or  after  such 
date  of  enactment]  and  has  been  held  by  the  Secretary  of  Labor 
to  have  been  unable  to  return  to  duty. 

*  *  *  *  *  _*  ,  * 

(d)  “Member  of  family”  means  an  employee’s  or  annuitant’s  spouse 

and  any  unmarried  child  (1)  under  the  age  of  [ninteen]  twenty-one 
years  (including  (A)  an  adopted  child,  and  (B)  a  [stepchild  or] 
"stepchild,  jostor  child,  or  recognized  natural  child  who  lives  with  the 
employee  or  annuitant  in  a  regular  parent-child  relationship),  or  (2) 
regardless  of  age  who  is  incapable  or  self-support  because  of  mental  oi 
physical  incapacity  that  existed  prior  to  his  reaching  the  age  o 

[nineteen]  twenty-one  years.  ,  .  .  V1  , 

[(e)  “Dependent  husband”  means  a  husband  who  is  incapable  ol 
self-support  by  reason  of  mental  or  physical  disability  which  can  be 
expected  to  continue  for  more  than  one  year.] 
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ELECTION  OF  COVERAGE 

Sec.  3.  (a)  Any  employee  may,  at  such  time,  in  such  manner,  and 
under  such  conditions  of  eligibility  as  the  Commission  may  by  regula¬ 
tion  prescribe,  enroll  in  an  approved  health  benefits  plan  described  in 
section  4  either  as  an  individual  or  for  self  and  family.  Such  regu¬ 
lations  may  provide  for  the  exclusion  of  employees  on  the  basis  of  the 
nature  and  type  of  their  employment  or  conditions  pertaining  thereto, 
such  as,  but  not  limited  to,  short-term  appointments,  seasonal  or  inter¬ 
mittent  employment,  and  employment  of  like  nature,  but  no  employee 
or  group  of  employees  shall  be  excluded  solely  on  the  basis  of  the 
hazardous  nature  of  their  employment. 

(b)  Any  annuitant  who  at  the  time  he  becomes  an  annuitant  shall 
have  been  enrolled  in  a  health  benefits  plan  under  this  Act — 

(1)  for  a  period  not  less  than  (A)  the  five  years  of  service 
immediately  preceding  retirement  or  (B)  the  full  period  or 
periods  of  service  between  the  last  day  of  the  first  period,  as 
prescribed  by  regulations  of  the  Commission,  in  which  he  is  eli¬ 
gible  to  enroll  in  such  a  plan  and  the  date  on  which  he  becomes 
an  annuitant,  [whichever  is  shorter.]  or  ( C )  the  full  period  or 
periods  of  service  beginning  with  the  enrollment  which  became 
effective  not  later  than  December  31,  1,964,  and  ending  with  the  date  on 
which  he  becomes  an  annuitant,  whichever  is  shortest,  or 

(2)  as  a  member  of  the  family  of  an  employee  or  annuitant 
may  continue  his  enrollment  under  such  conditions  of  eligibility  as 
may  be  prescribed  by  regulations  of  the  Commission. 

(c)  If  an  employee  has  a  spouse  who  is  an  employee,  either  spouse 
(but  not  both)  may  enroll  for  self  and  family,  or  either  spouse  may 
enroll  as  an  individual,  but  no  person  may  be  enrolled  both  as  an 
employee  or  annuitant  and  as  a  member  of  the  familv. 

(d)  A  change  in  the  coverage  of  any  employee  or  annuitant,  or  of 
any  employee  or  annuitant  and  members  of  his  family,  enrolled  in  a 
health  benefits  plan  under  this  Act  may  be  made  by  the  employee  or 
annuitant  upon  application  filed  within  sixty  days  after  the  occur¬ 
rence  of  a  change  in  family  status  or  at  such  other  times  and  under 
such  conditions  as  may  be  prescribed  by  regulations  of  the  Commission. 

(e)  A  transfer  of  enrollment  from  one  health  benefits  plan  described 
in  section  4  to  another  such  plan  may  be  made  by  an  employee  or 
annuitant  at  such  times  and  under  such  conditions  as  may  be  pre¬ 
scribed  by  regulations  of  the  Commission. 

(f)  Persons  employed  by  the  county  committees  established  pur¬ 
suant  to  section  8(b)  of  the  Soil  Conservation  and  Domestic  Allot¬ 
ment  Act  (16  U.S.C.  590h(b))  may,  in  such  manner  and  under  such 
conditions  of  eligibility  as  the  Commission  by  regulation  may  pre¬ 
scribe,  enroll  in  an  approved  health  benefits  plan  described  hi  section 
4  either  as  an  individual  or  for  self  and  family,  under  the  same  terms 
and  conditions  as  apply  to  other  employees  who  are  eligible  to  enroll 
in  such  a  plan  under  this  Act.  The  Secretary  of  Agriculture  is  au¬ 
thorized  and  directed  to  prescribe  and  issue  such  regulations  as  may 
be  necessary  to  provide  a  means  of  effecting  the  application  and  opera¬ 
tion  of  the  provisions  of  this  subsection  with  respect  to  such  persons. 

( 9 )  Any  annuitant  ( including  an  individual  receiving  monthly  com¬ 
pensation  as  a  result  of  injury  sustained  prior  to  the  effective  date  speci¬ 
fied  in  section  16  and  who  would  be  an  annuitant  if  the  injury  or  illness 
had  been  sustained  or  contracted  on  or  after  that  date)  who  at  the  time 
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he  became  an  annuitant  shall  have  been  enrolled  in  a  health  benefits 
plan  under  this  Act  and  who  at  the  time  he  became  an  annuitant  was 
ineligible  to  continue  his  enrollment  may,  upon  his  application  before 
December  81,  1964,  and  under  such  other  conditions  of  eligibility  as 
the  Commission  may  by  regulation  prescribe,  prospectively  enroll  m 
an  approved  health  benefits  plan  described  in  section  4,  either  as  an 
individual  or  for  self  and  family. 

******* 

CONTRACTING  AUTHORITY 

Sec.  6  (a)  The  Commission  is  authorized,  without  regard  to  section 
3709  of  the  Revised  Statutes  or  any  other  provision  of  law  requiring 
competitive  bidding,  to  enter  into  contracts  with  qualified  cai  rieis 
offering  plans  described  in  section  4.  Each  such  contract  shall  be 
for  a  uniform  term  of  at  least  one  year,  but  may  be  made  automati¬ 
cally  renewable  from  term  to  term  in  the  absence  of  notice  of  termina- 
)  tion  by  either  party. 

******* 

(d)  The  Commission  is  authorized  to  prescribe  regulations  fixing 
reasonable  minimum  standards  for  health  benefits  plans  described  m 
section  4  and  for  carriers  offering  such  plans.  Approval  of  such  a 
plan  shall  not  be  withdrawn  except  after  notice,  and  opportunity  for 
hearing  without  regard  to  the  Administrative  Procedure  Act,  to  the 
carrier  or  carriers  concerned.  The  Commission  may  terminate  the 
contract  of  any  carrier  effective  at  the  end  of  a  contract  term,  if  the  Com¬ 
mission  finds  that  at  no  time  during  the  preceding  two  contract  terms  did 
the  carrier  have  three  hundred  or  more  employees  and  annuitants  ( exclu¬ 
sive  of  family  members)  enrolled  for  its  plan. 

******* 

(f)  No  contract  shall  be  made  or  plan  approved  which  does  not 
offer  to  each  employee  and  annuitant  whose  enrollment  in  the  plan  is 
terminated,  other  than  by  a  cancellation  of  enrollment,  a  temporary 
extension  of  coverage  during  which  he  may  exercise  the  option  to 
convert,  without  evidence  of  good  health,  to  a  nongroup  contract  pro¬ 
viding  health  benefits.  An  employee  or  annuitant  who  exercises  this 
option  shall  pay  the  full  periodic  charges  of  the  nongroup  [contract 
on  such  terms  or  conditions  as  are  prescribed  by  the  carrier  and 
approved  by  the  Commission]  contract. 

(g)  The  benefits  and  coverage  made  available  pursuant  to  tne 
provisions  of  subsection  (f)  shall  [,  at  the  option  ol  the  employee  oi 
annuitant,]  be  noncancelable  by  the  carrier  except  for  fraud,  overin¬ 
surance,  or  nonpayment  of  periodic  charges. 

******* 

CONTRIBUTIONS 

Sec.  7.  (a)(1)  Except  as  provided  in  paragraph  (2)  of  this  sub¬ 
section,  the  Government  contribution  for  health  benefits  for  em¬ 
ployees  or  annuitants  enrolled  in  health  benefits  plans  under  tins  Act, 
in  addition  to  the  contributions  required  by  paragraph  (3),  shall  be 
50  per  centum  of  the  lowest  rates  charged  by  a  carrier  for  a  level  of 
benefits  offered  by  a  plan  under  paragraph  (1)  or  paragraph  (2)  of 
section  4,  but  (A)  not  less  than  $1.25  or  more  than  $1.75  biweekly  tor 
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an  employee  or  annuitant  who  is  enrolled  for  self  alonef,]  and  (B)  not 
less  than  $3  or  more  than  $4.25  biweekly  for  an  employee  or  annuitant 
who  is  enrolled  for  self  and  family  [(other  than  as  provided  in  clause 
(C)  of  this  paragraph),  and  (C)  not  less  than  $1.75  or  more  than 
$2.50  biweekly  for  a  female  employee  or  annuitant  enrolled  for  self 
and  family  including  a  nondependent  husband], 

[(2)  For  an  employee  or  annuitant  enrolled  in  a  plan  described 
under  section  4  (3)  or  (4)  for  which  the  biweekly  subscription  charge 
is  less  than  $2.50  for  an  employee  or  annuitant  enrolled  for  self  alone 
or  $6  for  an  employee  or  annuitant  enrolled  for  self  and  family,  the 
contribution  ol  the  Government  shall  be  50  per  centum  of  such  sub¬ 
scription  charge,  except  that  if  a  nondependent  husband  is  a  member 
of  the  family  ol  a  female  employee  or  annuitant  who  is  enrolled  for 
herself  and  family  the  contribution  of  the  Government  shall  be  30 
per  centum  of  such  subscription  charge.] 

{2)  For  an  employee  or  annuitant  enrolled  in  a  plan  described  under 
section  4  (3)  or  (4)  for  which  the  biweekly  subscription  charge  is  less  thant 
twice  the  Government  contribution  established  under  paragraph  ( 1 )  of' 
this  subsection,  the  Government  contribution  shall  be  50  per  centum  of  the 
subscription  charge. 

******* 
EMPLOYEES  HEALTH  BENEFITS  FUND 

Sec.  8.  (a)  There  is  hereby  created  an  Employees  Health  Benefits 
Fund,  hereimifter  referred  to  as  the  “Fund”,  to  be  administered  by 
the  Commission,  which  is  hereby  made  available  without  fiscal  year 
limitation  for  all  payments  to  approved  health  benefits  plans.  The 
contributions  ol  employees,  annuitants,  and  the  Government  described 
in  section  7  shall  be  paid  into  the  Fund. 

(b)  Portions  of  the  contributions  made  by  employees,  annuitants, 
and  the  Government  shall  be  regularly  set  aside  in  the  Fund  as  fol¬ 
lows:  (1)  a  percentage,  not  to  exceed  1  per  centum  of  all  such  contri¬ 
butions,  determined  by  the  Commission  as  reasonably  adequate  to  pay 
the  administrative  expenes  made  available  by  section  9;  (2)  for  each 
health  benefits  plan,  a  percenatage,  not  to  exceed  3  per  centum  of  the 
contributions  toward  such  plan,  determined  by  the  Commission  as  rea-  j 
sonably  adequate  to  provide  a  contingency  reserve.  The  Commission,  f 
from  time  to  time  and  in  such  amounts  as  it  considers  appropriate,  may 
transfer  unused  funds  for  administrative  expenses  to  the  contingency 
reserves  oi  the  plans  th°n  under  contract  with  the  Commission.  When 
funds  are  so  transferred,  each  contingency  reserve  shall  be  credited  in 
proportion  to  the  total  amount  of  the  subscription  charges  paid  and 
accrured  to  the  plan  for  the  contract  term  immediately  preceding  the 
contract  term  in  which  the  transfer  is  made.  The  income  derived  from 
any  dividends,  rate  adjustements,  or  other  refunds  made  by  a  plan 
shall  be  credited  to  its  contingency  reserve.  The  contingency  reserves 
may  be  used  to  defray  increases  in  future  rates,  or  may  be  applied  to 
reduce  the  contributions  of  employees  and  the  Government  to,  or  to 
increase  the  benefits  provided  by,  the  plan  from  which  such  reserves 
are  derived,  as  the  Commission  shall  from  time  to  time  determine. 

(c)  The  Secretary  of  the  Treasury  is  authoried  to  invest  and 
reinvest  any  of  the  moneys  in  the  Fund  in  interest-bearing  obligations 
of  the  United  States  and  to  sell  such  obligations  of  the  United  States 
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for  the  purposes  of  the  Fund.  The  interest  on  and  the  proceeds  from 
the  sale  of  any  such  obligations  shall  become  a  part  of  the  F und. 

(d)(1)  Whenever  the ''assets,  liabilities,  and  membership  of  employee 
organizations  sponsoring  or  underwriting  plans  approved  under  section 
jfS)  have  been  or  are  hereafter  merged,  the  assets  (including  contingency 
reserves)  and  liabilities  of  the  plans  sponsored  or  underwritten  by  the 
merged  organizations  shall,  at  the  beginning  of  the  contract  term  next 
following  the  date  of  the  merger  or  enactment  of  this  subsection,  be  trans¬ 
ferred  to  the  plan  sponsored  or  underwritten  by  the  successor  organization. 
Each  employee  or  annuitant  hereafter  affected  by  a  merger  shall  also  be 
transferred  to  the  plan  sponsored  or  underwritten  by  the  successor  orga¬ 
nization  unless  he  enrolls  in  another  plan  under  this  Act. 

(2)  Except  as  provided  in  paragraph  (1)  of  this  subsection,  whenever 
a  plan  described  under  section  j  (8 )  or  f(f)  is  or  has  been  discontinued 
under  this  Act,  the  contingency  reserve  of  that  plan  shall  be  credited  to 
the  contingency  reserves  of  the  plans  continuing r  under  this  Act  for  the 
contract  term  following  that  in  which  termination  occurs,  each  reserve 
ko  be  credited  in  proportion  to  the  amount  of  the  subscription  charges 
paid  and  accrued  to  the  plan  for  the  year  of  termination. 

******* 

ADMINISTRATION 

Sec.  10.  (a)  *  *  * 

******* 

(c)  Any  employee  enrolled  in  a  plan  under  this  Act  who  is  removed 
or  suspended  without  pay  and  later  reinstated  or  restored  to  duty 
on  the  ground  that  such  removal  or  suspension  was  unjustified  or 
unwarranted  [shall  not  be  deprived  of  coverage  or  benefits  for  the 
interim  but  shall  have  his  coverage  restored  to  the  same  extent  and 
effect  as  though  such  removal  or  suspension  had  not  taken  place,  and 
appropriate  adjustments  shall  be  made  in  premiums,  subscription 
charges,  contributions,  and  claims]  may,  at  his  option,  enroll  as  a 
new  employee  or  have  his  coverage  restored,  with  appropriate  adjustments 
made  in  contributions  and  claims,  to  the  same  extent  and  effect  as  though 
such  removal  or  suspension  had  not  taken  place. 
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AN  ACT 

To  amend  the  Federal  Employees  Health  Benefits  Act  of  1959. 
^  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  j lives  of  the  United  States  of  America  in  Congress  assembled, 
g  Thai  tbe  Federal  Employees  Health  Benefits  Aet  el  -1 9.->9 
4  -(5  U.StG.  HOG  1  3044)  is  hereby  amended  as  follows 
^  -(4^-  Seetien  -2  (c  )  -(H)-  is  amended  by  striking  tbe  words 

g  mrs  a  resob  el  injury  snstained  er  rboess  eontraeted  on  er 
rj  alter  snob  dale  el  enactment”.- 

8 
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-(H)-  Seetien  2-(e}-(4)-  is  amended  hy  striking  tbe  words 
mm  aeeennl  el  injury  snstained  er  illness  eontraeted  on  er 


2 


1  ^  geetiun  2-(df  is  amended  by  mserkngT  after  -step- 

2  ekdd— 7  ^7  foster  elnldy— 

3  -fdf  Seetinn  2-fef  is  repealed? 

4  -£,4)-  Section  3  ().))'( 1)-  is  amended  ky  inserting-^  alter 

5  1^+-1L  ksl  wml  in  fits  paragraph  fits  toko  wing-  "H^1)- 

6  tke  fell  perind  nr  perinds  si  service  beginning  witk  fits 

7  enrollment  wkiek  keeame  effective  nnt  later  fknn  kteeemker 

8  1 9(|37  ami  ending  with  tke  date  nn  wined  ke  keeomes 

9  an  annuitant-  nrA 

10  -fOf  Section  d  is  amended  kg  adding  tke  following  snk- 

11  section- 

12  “  (g)-  Any  annuitant  -{including  an  individual  receiving 

13  monthly  eempensatinn  as  a  result  ei  injury  sustained  peine 

14  to  tke  effective  date  speeiked  in  seetinn  444  and  wkn  would  ke 

15  an  annuitant  ii  tke  injure  ne  ikness  kad  keen  susta-med  or 

10  contracted  nn  ne  akee  tkat  date)-  wkn  at  tke  time  ke  keeame 

17  an  annuitant  skull  knee  keen  enenlied  in  a  keakk  kenekts 

18  i^m  under  tkis  Act  and  wkn  ai  tke  time  ke  keeame  an  an- 

19  nuitaitt  was  ineligible  tn  eontinue  kis  enrollment  may,  npnn 

20  kis  application  kekue  duly  -k  19(34,  and  nndee  snek  ntkee 

21  conAtinns  ni  ekgikility  as  tke  Commission  may  ky  rcgala- 

22  tinn  peeseeilnn  prospectively  enenll  in  an  approved  keakk 

23  kenekts  plan  described  m  seetinn  4  eitker  as  an 

24  or  inr  sek  and  family.- 


0-(4)-  is  ameebeb  by  tbe  abbrtfen  el  ft 


2  sentence  reabmg  fts  follows-^ 

3  -T4te  Gemmissieft  may  terminate  tbe  eentraet  ef 

4  carrier  effective  at  tbe  enb  ef  ft  eentraet  term  4  tbe  C  om- 

5  misfieft  bnbs  that  ftt  no  time  bnring  the  prcec44ng  two  een- 

6  terms  444  tbe  carrier  have  tliree  hundre4  er  mere  em- 

7  ployed  ami  annuitants  (exclusive  of  family  members)- 

8  enrobed  fee  its  plan-A 

9  -|gj.  geetien  0-(t)-  4s  amended  by  pktemg  ft  period  after 

10  wee4  Ann  tract-  4ft  ike  fftst  sentence  ftft4  striking;  the 

11  remainder  ef  the  scntcncer 

12  ..(.9)  g^^bon  9  (g)  4s  amended  by  striking  A  ftt  tbe 

18  option  ef  tbe  employee  er  annuitant—— 

14  -(-1-0)-  Section  7  (a)  (1-f  4s  a«ftift4e4  by  inserting  tbe 

15  word  mmek  at  tbe  end  ef  danse  -fA)-  and  by  striking  ent  tbe 

16  fodevringr  {-  (other  than  as  prov44e4  4n  danse  -fG)-  ef  tb4s 
Yi  paragraph)^  an4  -(G)-  net  less  Ilian  $  1  •  <  •  >  or  mere  tbftn 

biweekly  fer  ft  female  employee  er  annuitant 

19  fer  seb  an4  family  indudiftg  ft  nendependent 

20  -|4b}-  Section  7  (a)  (b)  4s  amenbeb  te  reab  as  fedewss 

2^  50-ir  an  employee  er  anftftitftftt  enrolleb  in  a  plan 

22  described  ftftber  seetien  4  -(-Of  ur  -ftf  fer  wb4eb  tbe  biweekly 

23  subscription  ebarge  4s  less  than  twiee  tbe  Government  cen- 
tribntien  estabbsbeb  nnber  paragraph  -fb)-  ef  tb4s  snbseetianT 
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die  Government  contribution  shall  he  hO  per  centum  el  t-he 
subscription  charge.” 

(4-2)-  8eeden  8-fhf  Is  emended  by  inserting  after  the 
hrst  sentence  thereof?  the  following  new  sentences-? 

-■■The  Commission?  them  time  to  lime  end  in  seek 
amounts  as  il  eons  idem  appropriate?  may  transfer  ennsed 
lends  let*  administrative  expenses  le  the  contingency  reserves 
el  Ike  plans  then  under  contract  with  Ike  Commission?  -When 
lends  ate  se  transferred?  eaek  contingency  reserve  shah  he 
credited  in  proportion  le  tke  total  amount  el  Ike  subsettp- 
lien  charges  paid  and  accrued  le  Ike  plan  let  tke  eontrael 
term  immediately  preceding  die  contract  term  in  which  tke 
translcr  is  madcr- 

-(4k)-  Section  8  is  amended  by  adding  tke  lellewing  sub¬ 
section-? 

“  (d)  (1)  Whenever  tke  assets?  liabilities  and  membet- 
skip  el  employee  organizations  sponsoring  or  nndorwritmg 
plans  approved  under  section  4-fkf  have  been  or  ate  here¬ 
after  merged?  tke  assets  (including  contingency  reserves-)- 
and  liabilities  el  tke  plans  sponsored  or  underwritten  by  tke 
merged  organizations  shah?  at  tke  beginning  el  tke  contract 


term  next 


th o~  rlnio  at  fhp 
lliL*  ttrrrtg  ttr  i  lie" 


at*  on  o  r*i  iy\  f  /vf 
w r  i  1  rrtt  l  1 1  It  ill  T7T 


this  snbsection?  be  ta¬ 
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written  fey  the  successor  organization?  Each  employee  or 
annuitant  hereafter  affected  fey  a  merger  shall  also  fee  trans¬ 
ferred  to  the  plan  sponsored  or  underwritten  fey  the  successor 
organization  unless  he  enrolls  in  another  plan  under  this  Act? 

Except  as  provided  in  paragraph  -f4-f  of  this  sub¬ 
section^  whenever  a  plan  described  under  seetion  4-fdf  or 
4rf4f  is  or  has  been  discontinued  under  this  Act;  the  con¬ 
tingency  reserve  of  that  plan  shall  fee  credited  to  the  con¬ 
tingency  reserves  of  the  plans  continuing  under  this  Act  for 
the  contract  term  following  that  in  which  termination  oe- 
cursj  each  reserve  to  fee  eredited  in  proportion  to  the  amount 
of  the  subscription  charges  paid  and  accrued  to  the  plan  for 
the  year  of  termination- - 

-m-  Section  10(e)-  is  amended  to  read  as  follows : 

“  (of  Any  employee  enrolled  in  a  plan  under  this 
Act  who  is  removed  or  suspended  without  pay  and  later  re¬ 
instated  or  restored  to  duty  on  the  ground  that  such  removal 
or  suspension  was  unjustified  or  unwarranted  mayj  at  his 
option^  enroll  as  a  new  employee  or  have  his  coverage  re¬ 
stored  to  the  same  extent  and  effect  as  though  his 
or  suspension  had  not  taken  plaee  with 
ments  made  m  contributions  and  claims-A 
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S-E07  Paragraphs  A-,  4fb  and  44-  el  section  4  shall  tabe 
cffeet  on  the  hrst  day  el  the  first  period  whieh  begins  at  least 
ninety  days  after  the  date  el  enactment  el  this  Aet-r 
That  the  Federal  Employees  Health  Benefits  Act  of  1959 
(5  U.S.C.  3001-3014)  is  hereby  amended  as  follows: 

(1)  Section  2(c)(3)  (5  U.S.C.  3001(c)(3))  is 
amended  by  striking  out  “as  a  residt  of  injury  sustained  or 
illness  contracted  on  or  after  such  date  of  enactment” . 

(2)  Section  2(c)(4)  (5  U.S.C.  3001(c)(4))  is 

amended  by  striking  out  “on  account  of  injury  sustained 
or  illness  contracted  on  or  after  such  date  of  enactment” . 

(3)  Section  2(d)  (5  U.S.C.  3001(d))  is  amended — 

(A)  by  inserting  “,  foster  child,”  immediately  fol¬ 
lowing  “stepchild” ;  and 

(B)  by  striking  out  “nineteen”  wherever  occurring 
therein  and  inserting  in  lieu  thereof  “twenty-one” . 

(4)  Section  2(e)  (5  U.S.C.  3001(e))  is  repealed. 

(5)  Section  3(b)(1)  (5  U.S.C.  3002(b)(1))  is 

amended — 

(A)  by  striking  out  “whichever  is  shorter,  or” ; 

and 

(B)  by  inserting  in  lieu  thereof  “or  (C)  the  full 
period  or  periods  of  service  beginning  with  the  enroll- 
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1  merit  which  became  effective  not  later  than  December 

2  31,  1964,  and  ending  with  the  date  on  which  he  becomes 

3  an  annuitant,  whichever  is  shortest,  or” . 

4  (6)  Section  3  (5  U.S.C.  3002)  is  amended  by  adding 

5  at  the  end  thereof  the  folloiving  new  subsection: 

6  “(g)  Any  annuitant  (including  an  individual  receiving 

7  monthly  compensation  as  a  result  of  injury  sustained  prior 

8  to  the  effective  date  specified  in  section  16  and  who  would  be 

9  an  annuitant  if  the  injury  or  illness  had  been  sustained  or 

10  contracted  on  or  after  that  date)  who  at  the  time  he  became 

11  an  annuitant  shall  have  been  enrolled  in  a  health  benefits 

12  plan  under  this  Act  and  who  at  the  time  he  became  an  an- 

13  nuitant  was  ineligible  to  continue  his  enrollment  may,  upon 

14  his  application  before  December  31,  1964,  and  under  such 

15  other  conditions  of  eligibility  as  the  Commission  may  by 

16  regulation  prescribe,  prospectively  enroll  in  an  approved 

17  health  benefits  plan  described  in  section  4,  either  as  an  in- 

18  dividual  or  for  self  and  family.” 

19  (7)  Section  6(d)  (5  U.S.C.  3005(d))  is  amended 

20  by  adding  at  the  end  thereof  the  folloiving  new  sentence: 

21  “ The  Commission  may  terminate  the  contract  of  any  earner 

22  effective  at  the  end  of  a  contract  term,  if  the  Commission 

23  finds  that  at  no  time  during  the  preceding  two  contract 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


8 


terms  did  the  carrier  have  three  hundred  or  more  employees 
and  annuitants  (exclusive  of  family  members)  enrolled  for 
its  plan.” 

(S)  Section  6(f)  (5  U.S.C.  3005(f))  is  amended  by 
striking  out  “,  on  such  terms  or  conditions  as  are  prescribed 
by  the  carrier  and  approved  by  the  Commission" . 

(9)  Section  6(g)  (5  U.S.C.  3005(g))  is  amended 
by  striking  out  at  the  option  of  the  employee  or  annui¬ 
tant,” . 

(10)  Section  7(a)(1)  (5  U.S.C.  3006(a)(1))  is 
amended — 

(A)  by  striking  out  the  comma  at  the  end  of  clause 
(A)  thereof  and  inserting  “and”  in  lieu  of  such  comma; 
and 

(B)  by  striking  out  “(other  than  as  provided  in 
clause  (C)  of  this  paragraph ) ,  and  (C)  not  less  than 
$1.75  or  more  than  $2.50  biweekly  for  a  female  em¬ 
ployee  or  annuitant  enrolled  for  self  and  family  includ¬ 
ing  a  nondependent  husband” . 

(11)  Section  7(a)(2)  (5  U.S.C.  3006(a)(2))  is 
amended  to  read  as  follows: 

“(2)  For  an  employee  or  annuitant  enrolled  in  a  plan 
described  under  section  4  (3)  or  (4)  for  which  the  biweekly 
subscription  charge  is  less  than  twice  the  Government  con¬ 
tribution  established  under  paragraph  (1)  of  this  subsection, 
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1  the  Government  contribution  shot!  be  50  per  centum  of  the 

2  subscription  charge. 

3  (12)  Section  8(b)  (5  U.S.C.  3007(b))  is  amended  by 

4  inserting  immediately  after  the  first  sentence  thereof  the  follow- 

5  ing  new  sentences :  " The  Commission ,  from  time  to  time  and 

6  in  such  amounts  as  it  considers  appropriate,  may  transfer 

I  unused  funds  for  administrative  expenses  to  the  contingency 

8  reserves  of  the  plans  then  under  contract  with  the  Com- 

9  mission.  When  funds  are  so  transferred,  each  contingency 

10  reserve  shall  be  credited  in  proportion  to  the  total  amount 

11  of  the  subscription  charges  paid  and  accrued  to  the  plan  for 

12  the  contract  term  immediately  preceding  the  contract  term 
12  in  which  the  transfer  is  made.” 

14  (13)  Section  8  (5  U.S.C.  3007)  is  amended  by  adding 

15  at  the  end,  thereof  the  following  new  subsection: 

16  “(d)(1)  Whenever  the  assets,  liabilities,  and  member- 

II  ship  of  employee  organizations  sponsoring  or  underwriting 
18  plans  approved  under  section  4(3)  have  been  or  are  here¬ 
in  after  merged,  the  assets  (including  contingency  reserves) 

20  and  liabilities  of  the  plans  sponsored  or  underwritten  by  the 

21  merged  organizations  shall,  at  the  beginning  of  the  contract 

22  term  next  following  the  date  of  the  merger  or  enactment,  of 

23  this  subsection,  be  transferred  to  the  plan  sponsored  or  under- 

24  written  by  the  successor  organization.  Each  employee  or 

25  annuitant  hereafter  affected  by  a  merger  shall  also  be  trans- 
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f erred  to  the  plan  sponsored  or  underwritten  by  the  successor 
organization  unless  he  enrolls  in  another  plan  under  this  Act. 

“(2)  Except  as  provided  in  paragraph  (1)  of  this  sub¬ 
section,  whenever  a  plan  described  under  section  4(3 )  or 
4(4)  is  or  has  been  discontinued  under  this  Act,  the  con¬ 
tingency  reserve  of  that  plan  shall  be  credited  to  the  con¬ 
tingency  reserves  of  the  plans  continuing  under  this  Act  for 
the  contract  term  following  that  in  which  termination  oc¬ 
curs,  each  reserve  to  be  credited  in  proportion  to  the  amount 
of  the  subscription  charges  paid  and  accrued  to  the  plan  for 
the  gear  of  termination 

(14)  Section  10(c)  (5  U.S.C.  3009(c))  is  amended 
to  read  as  follows: 

“(c)  Any  employee  enrolled  in  a  plan  under  this  Act 
who  is  removed  or  suspended  without  pay  and  later  rein¬ 
stated  or  restored,  to  duty  on  the  ground  that  such  removal  or 
suspension  was  unjustified  or  unwarranted  may,  at  his  option, 
enroll  as  a  new  employee  or  have  his  coverage  restored,  with 
appropriate  adjustments  made  in  contributions  and  claims, 
to  the  same  extent  and  effect  as  though  such  removal  or  sus¬ 
pension  had  not  taken  place." 

Sec.  2.  Paragraphs  (4),  (10),  and  (11)  of  the  first 
section  of  this  Act  shall  become  effective  on  the  first  day  of 
the  first  pay  period  which  begins  at  least  ninety  days  after 
the  date  of  enactment  of  this  Act. 
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Amend  the  title  so  as  to  read:  “An  Act  to  amend  the 
Federal  Employees  Health  Benefits  Act  of  1959  to  remove 
certain  inequities  in  the  application  of  such  Act,  to  improve 
the  administration  thereof,  and  for  other  purposes.” 

Passed  the  Senate  November  15  (legislative  day, 
October  22) ,  1963. 

Attest:  FELTON  M.  JOHNSTON, 

Secretary. 
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.JJ  CONGRESSIONAL 
IfflOf  PROCEEDINGS 


OFFICE  OF 

BUDGET  AND  FINANCE 
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OF  INTEREST  TO  THE  DEPARTMENT  OF  AGRICULTURE 
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HIGHLIGHTS:  Senate  debated  cotton-wheat\£ill .  Sen.  Aiken  commended  special  milk 

program.  Sen.  Gruening  inserted  and  co/mended  Galbraith  article  on  poverty  program. 
Sen.  Keating  commended  President  on  lard  f o^t  Cuba  and  asked  closer  coordination  of 
trade  policies.  Both  Houses  receive/  USDA  legislative  proposals  on  food  donations 
and  crop-history  preservation.  Rei /  Whitten  u^ged  tariff  investigation  of  livestock 
imports.  Several  Reps,  claimed  s/viet  wheat  purchases  not  caused  by  crop  failure. 
Rep.  Fulton,  Tenn.  ,  inserted  ed/orial  favoring  f^od  stamp  program.  Several  Reps, 
introduced  bills  to  restrict  meat  imports.  Reps.  Dorn  and  Hoeven  inserted  resolu¬ 
tions  opposing  meat  importSy/Rep.  Jensen  inserted  letters  expressing  concern  over 
-'depressed  cattle  prices.  §<4p.  Cooley  praised  food  st\ip  program. 


SENATE 

COTTON;  yftEAT.  Continued  debate  on  H.  R.  6196,  the  cotton-wheat  bill .  Several 
Senators  submitted  amendments  which  they  intend  to  propose.'  Peryding  at  re 
cess/was  a  modified  amendment  by  Sen.  Ellender  providing  substitute  language 
on /cotton  and  eliminating  the  wheat  provisions,  pp.  3904-7,  3319-21,  3946-61, 
3/63-78,  3980-2 

2. /PEACE  CORPS.  Passed  without  amendment  S.  2455,  to  authorize  appropriation  of 

$115,000,000  for  the  Peace  Corps  for  the  fiscal  year  1965.  pp.  3908-11  , 

' 

3.  FOOD  DONATIONS;  ACREAGE  ALLOTMENTS.  Both  Houses  received  from  this  Department 
proposed  bills  to  permit  purchase  of  processed  food  grain  products  in  addition 
to  purchase  of  flour  and  cornmeal  and  donating  the  same  for  certain  domestic 
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and  foreign  purposes,  to  continue  the  donations  of  dairy  products  for  veter^s 
and  the  armed  forces,  to  make  uniform  for  all  commodities  the  provisions  fj 
reducing  farm  acreage  and  producer  allotments  for  false  statements,  and 
>rovide  for  a  uniform  rule  regarding  preservation  of  crop  history  under^gri- 
iltural  programs;  to  Senate  Agriculture  and  Forestry  Committee,  Hous^Agri- 
cul-ture  Committee,  pp.  3898,  3893 


4.  ECONOMIC  REPORT.  Received  the  report  of  the  Joint  Committee  on  ,thy-  Economic 
Report  \s.  Rept.  931).  pp.  3899-60 


5.  EXPEND ITURESu  PERSONNEL.  Received  the  report  of  the  Byrd  Committee  on  Re¬ 
duction  of  mmessential  Federal  Expenditures  relating  to  Goyernment  employ¬ 
ment,  etc.  pp-  3900-3 


6.  SPECIAL  MILK  PROGRAM.  Sen.  Aiken  commended  the  special ynilk  program  as  an  aid 
to  the  physical  fiNvness  program,  pp.  3921-2 


7.  POVERTY  PROGRAM.  Sen. ^Gruening  discussed  the  poverty  program  and  inserted  and 
commended  an  article  by\Professor  Galbraith,  "LetMJs  Begin:  An  Invitation  to  ( 
Action  on  Poverty."  pp.  ''*3928-36  ^ 


8.  FOREIGN  TRADE.  Sen.  Keating  cronmended  President  Johnson  for  blocking  lard 
shipments  to  Cuba  and  recommenced  closer  coordination  of  trade  policies, 
pp.  3942-3 


9.  CONSERVATION,  Sen.  Morse  commende^\the/recipients  of  Secretary  Udall's  con¬ 
servation  awards,  pp.  3978-9 


10.  CIVIL  DEFENSE;  BUILDINGS.  A  Subcommittee  of  the  Armed  Services  Committee  de¬ 
ferred  action  on  H.  R.  8200,  to  Provide  Xpr  construction  of  fallout  shelters 
in  all  Government  buildings.  pC  D156 


HOUSE 


11.  MEAT  IMPORTS,  Rep.  Whittyn  urged  that  the  Secretary  use  Sec.  22  authority 

to  cause  a  Tariff  Commission  investigation  of  livestock  imports,  pp.  3870-1 


12.  WHEAT.  Several  Representatives  agreed  with  the  charge*,  by  Rep.  Stinson  that 

the  compelling  reason  for  the  Soviet's  purchases  of  wheat  is  not  a  crop  fail¬ 
ure  but  rather  in/order  to  meet  their  export  commitments*,  build  up  strategic 
stockpiles  for  possible  war  purposes,  and  for  use  in  thei^  chemical  industry, 
pp.  3873-8 


13.  FOOD  STAMP  PROGRAM.  Rep.  Fulton  (Tenn.)  inserted  an  editor ialN^rging  the 
continuation  of  the  food  stamp  program,  p.  3894 


14.  D.  C.  APPROPRIATIONS.  The  Appropriations  -Committee  reported  H.  R.  1Q199,  the 
D.  C/ appropriation  bill  (H.  Rept.  1160).  p.  3896 


15.  WEATHER  RESEARCH,  Both  Houses  received  an  interim  report  from  Commerce  \e- 

.ating  to  research  progress  and  plans  of  the  Weather  Bureau,  fiscal  year\1963. 
pp.  3896,  3898 


16.  PERSONNEL;  HEALTH.  Passed  as  reported  S.  1561,  to  amend  the  Federal  Employees' 
Health  Benefits  Act  "by  eliminating  the  discrimination  against  married 
women's  contributions  toward  their  insurance  premium."  pp.  3867-70 
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Strike  out  all  after  the  enacting  clause 
and  insert  the  following:  “That,  effective 
January  1, 1965,  section  715  of  title  38,  United 
States  Code,  is  amended-  to  read  as  fol¬ 
low!?* 

“  ’Tbe  Administrator  shall,  except  as  here- 
lnafteAprovidcd,  upon  application  by  the  in¬ 
sured  and  proof  of  good  health  satisfactory 
to  the  Administrator  and  payment  of  such 
extra  premium  as  the  Administrator  shall 
prescribe,  in&ude  in  any  national  service 
life  insurance  \>olicy  on  the  life  of  the  in¬ 
sured  (except  aSnolicy  issued  under  section 
620  of  the  National  Service  Life  Insurance 
Act  of  1940,  or  section  722  of  this  title)  pro¬ 
visions  whereby  an  insured  who  is  shown  to 
have  become  totally  disabled  for  a  period  of 
six  consecutive  months  qr  more  commencing 
after  the  date  of  such  abdication  and  be¬ 
fore,  attaining  the  age  of  si\ty-five  and  while 
the  payment  of  any  premium  is  not  in'  de¬ 
fault,  shall  be  paid  monthly  disability  bene¬ 
fits  from  the  first  day  of  \he  seventh 
consecutive  month  of  and  during  the  con¬ 
tinuance  of  such  total  disability  V  $10  for 
each  $1,000  of  such  insurance  in  eff«(t  when 
such  benefits  become  payable.  Thes.  total 
disability  provision  authorized  underVtliis 
section  shall  not  be  issued  unless  applica¬ 
tion  therefor  is  made  either  prior  to  t\e 
insured’s  fifty-fifth  birthday,  or  before  the, 
insured’s  sixtieth  birthday  and  prior  to  Janu¬ 
ary  1,  1966.  The  total  disability  provision 
authorized  under  this  section  shall  not  be 
added  to  a  policy  containing  the  total  dis¬ 
ability  coverage  heretofore  issued  under  sec¬ 
tion  602  (v)  of' the  National  Service  Life  In¬ 
surance  Act  of  1940,  or  the  provisions  of  this 
section  as  in  effect  before  January  1,  1965, 
except  upon  surrender  of  such  total  dis¬ 
ability  coverage,  proof  of  good  health,  if  re¬ 
quired,  satisfactory  to  the  Administrator, 
and  payment  of  such  extra  premium  as  the 
Administrator  6hall  determine  is  required  in 
such  cases.  Participating  policies  containing 
additional  provisions  for  the  payment  of  dis¬ 
ability  benefits  may  be  separately  classified 
for  the  purposes  of  dividend  distribution 
from  otherwise  similar  policies  not  contain¬ 
ing  such  benefit’ 

The  committee  amendment  was  agreed 


insurance  in  effect  after  6  months  of  „ 
total  disability  and  continuing  for  as 
long  as  the  total  disability  exists.  Here¬ 
tofore  the  total  disability  must  have  ex¬ 
isted  prior  to  age  60  for  entitlements  to 
this  benefit.  H.R.  6920  authorizes  a  new 
plan  of  total  disability  income  protec¬ 
tion  increasing  the  age  limit  to  65  years. 
When  this  bill  was  considered  before 
and  passed  over  a  question  was  raised 
as  to  the  cost  of  the  bill. 

An  inquiry  to  the  Veterans’  Adminis¬ 
tration  on  the  cost  estimates  of  H.R.  6920 
revealed  the  following : 

The  slight  increase  in  cost  after  the  third 
year  is  attributed  to  the  costs  of  processing 
an  increased  number  of  claims  under  the 
total  disability  income  provisions  created  by 
this  bill.  The  Veterans’  Administration  an¬ 
ticipates  a  slight  increase  in  the  cost  each 
succeeding  year,  again  occasioned  by  an  in¬ 
creasing  number  of  claims.  It  is  not  antici¬ 
pated  that  the  cost  will  increase  by  more 
than  $5,000  in  any  one  year  over  the  pre¬ 
vious  year’s  cost.  The  administrative  cost 
of  processing  an  individual  claim  is  estimated 
at  $29  per  claim. 

I  commend  the  House  upon  the  ap- 
.  proval  of  this  bill. 


America  in  Congress  assembled.  That  (al 
paragraph  (4)  of  subsection  (c)  of  sectic * 
124  of  title  28,  United  States  Code,  is  ame/id- 
ed  to  read  as  follows : 

“(4)  The  Paris  division  compristfS  the 
counties  of  Delta,  Fannin,  Hopkins/Lamar, 
and  Red  River.  / 

"Court  for  the  Paris  division  shAll  be  held 
at  Paris.”  / 

(b)  Paragraph  (5)  of  such/subsection  is 
amended  by  striking  out  “Hopkins,”. 

The  bill  was  ordered/to  be  engrossed 
and  read  a  third  timeywas  read  the  third 
time,  and  passed,  an/ a  motion  to  recon¬ 
sider  was  laid  on  t]Ke  table. 

AMENDMENT/  TO  THE  ATOMIC 
ENERGY  ACT  OF  1954 

The  CleaE  called  the  bill  (H.R.  9711) 
to  amend/he  Atomic  Energy  Act  of  1954. 

Mr.  S&.YLOR.  Mr.  Speaker,  I  ask 
unanhnous  consent  that  this  bill  be 
passed  over  without  prejudice. 

The  SPEAKER.  Is  there  objection  to 
tl/e  request  of  the  gentleman  from  Penn¬ 
sylvania? 

There  was  no  objection. 


to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read  the 
third  time,  and  passed. 

The  title  was  amended  to  read: 

A  bill  to  amend  section  715  of  title  38, 
United  States  Code,  to  authorize,  under  cer¬ 
tain  conditions,  the  issuance  of  total  dis- 
ablUty  income  provisions  for  inclusion  ij 
National  Service  Life  Insurance  policies 
provide  coverage  to  age  sixty-five. 

A  motion  to  reconsider  was  laid  pti  the 
table. 

(Mr.  SAYLOR  asked  and  wds  given 
permission  to  extend  his  remarks  at  this 
point  in  the  Record.) 

Mr.  SAYLOR.  Mr.  Speaker,  H.R.  6920 
will  authorize  a  new  totsa  disability  in¬ 
come  provision  in  national  service  life 
insurance  policy  providing  for  the  pay¬ 
ments  of  total  disability  income  benefits 
if’  the  insured  becomes  totally  disabled 
prior  to  age  65.  At  the  present  time  total 
disability  income  protection  is  available 
only  if  the  insured  becomes  totally  dis¬ 
abled  before/attaining  age  60.  The  phi¬ 
losophy  of/this  legislation  is  in  keeping 
with  the  present  trend  in  the  insurance 
industry  toward  providing  more  health 
protection  for  our  senior  citizens. 

Under  the  provisions  of  this  legisla¬ 
tion,  holders  of  national  service  life  in¬ 
surance  who  can  show  good  health  and 
will  pay  an  additional  premium  may  re¬ 
ceive  $10  per  month  for  each  $1,000  of 


TRANSFERRING  AUSTIN,  BfoRT 
BfolD,  AND  WHARTON  COUNTIES 
FROM  THE  GALVESTON  DIVISION 
TO  THE  HOUSTON  DIVISION  OF 
THE  \oUTHERN  DISTRICT  OF 
TEXAS 

The  ClerkS^alled  tha/rill  (S.  721)  to 
amend  section\124  q f  title  28,  United 
States  Code,  tdVtrahsfer  Austin,  Fort 
Bend,  and  Whaiwi  Counties  from  the 
Galveston  divisiqjioo  the  Houston  divi¬ 
sion- of  the  Southern  district  of  Texas. 

Be  it  enacteyby  the  sSnate  and  House  of 
Representativ/K  of  the  United  States  of 
America  in ACongress  assembled,  That  (a) 
paragraph 1 )  of  section  1 24  ph)  of  title  28, 
United  g/ites  Code,  is  amende*!  to  read  as 
follows.  . 

“  ( l y  The  Galveston  division  comprises  the 
counties  of  Brazoria,  Chambers,  Galveston, 
andr Matagorda.  \ 

/court  for  the  Galveston  division  sh\l  be 
field  at  Galveston. 

(b)  Paragraph  (2)  of  section  124(b) 
title  28,  United  States  Code,  is  amended 
read  as  follows: 

“(2)  The  Houston  division  comprises  the 
counties  of  Austin,  Brazos,  Colorado,  Fayette, 
Fort  Bend,  Grimes,  Harris,  Madison,  Mont¬ 
gomery,  Polk,  San  Jacinto,  Trinity,  Walker, 
Waller,  and  Wharton. 

“Court  for  the  Houston  division  shall  be 
held  at  Houston.’ 

The  bill  was  ordered  to  be  read  a  third 
time,  was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 

INCLUSION  OF  HOPKINS  COUNTY 
WITHIN  THE  PARIS  DIVISION  OF 
THE  EASTERN  DISTRICT  FOR  THE 
U.S.  DISTRICT  COURTS  IN  TEXAS 

The  Clerk  called  the  bill  (H.R.  5964)  to 
provide  for  the  inclusion  of  Hopkins 
County,  Tex.,  within  the  Paris  division  of 
the  eastern  district  for  the  U.S.  district 
courts  in  Texas. 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of 


AMENDMENTS  TO  THE  FEDERAL 
EMPLOYEES  HEALTH  BENEFITS 
ACT  OF  1959 

Mr.  MURRAY.  Mr.  Speaker,  I  move 
to  suspend  the  rules  and  pass  the  bill  (S. 
1561)  to  amend  the  Federal  Employees 
Health  Benefits  Act  of  1959. 

The  Clerk  read  as  follows: 

Be  it  enacted  by  the  Senate  and  House 
of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  the 
Federal  Employees  Health  Benefits  Act  of 
1959  (5  U.S.C.  3001-3014)  is  hereby  amended 
as  follows: 

(1)  Section  2(c)  (3)  (5  U.S.C.  3001(c)  (3) ) 

Is  amended  by  striking  out  “as  a  result  of 
injury  sustained  or  illness  contracted  on 
or  after  such  date  of  enactment”. 

(2)  Section  2(c)  (4)  (5  U.S.C.  3001(c)  (4)  ) 
is  amended  by  striking  out  “on  account  of 
injury  sustained  or  Ulness  contracted  on  or 
after  such  date  of  enactment”. 

(3)  Section  2(d)  (5  U.S.C.  3001(d))  is 

amended — 

(A)  by  inserting  ",  foster  child,”  immedi¬ 
ately  following  “stepchild”;  and 

(B)  by  striking  out  “nineteen”  wherever 
occurring  therein  and  inserting  in  lieu  there¬ 
of  “twenty-one”. 

(4)  Section  2(e)  (5  U.S.C.  3001(e))  is  re¬ 
pealed. 

(5)  Section  3(b)  (1)  (5  U.S.C.  3002(b)  (1)  ) 
is  amended — 

(A)  by  striking  out  “whichever  is  shorter, 
or”;  and 

(B)  by  inserting  in  lieu  thereof  “or  (C) 
the  full  period  or  periods  of  service  beginning 
with  the  enrollment  which  became  effective 
not  later  than  December  31,  1964,  and  ending 
with  the  date  on  which  he  becomes  an  an¬ 
nuitant,  whichever  is  shortest,  or”. 

(6)  Section  3  (5.  U.S.C.  3002)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsection: 

“(g)  Any  annuitant  (including  an  individ¬ 
ual  receiving  monthly  compensation  as  a  re¬ 
sult  of  injury  sustained  prior  to  the  effec¬ 
tive  date  specified  in  section  16  and  who 
would  be  an  annuitant  if  the  injury  or  ill¬ 
ness  had  been  sustained  or  contracted  on  or 
after  that  date)  who  at  the  time  he  became 
an  annuitant  shall  have  been  enrolled  in  a 
health  benefits  plan  under  this  Act  and  who 
at  the  time  he  became  an  annuitant,  was 
ineligible  to  continue  his  enrollment  may, 
upon  his  application  before  December  31, 
1964,  and  under  such  other  conditions  of 
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eligibility  as  the  Commission  may  by  regula¬ 
tion  prescribe,  prospectively  enroll  in  an  ap¬ 
proved  health  benefits  plan  describe  in  sec¬ 
tion  4,  either  as  an  individual  or  for  self  and 
family.” 

(7)  Section  6(d)  (5  U.S.C.  3005(d))  is 

amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  “The  Commission 
may  terminate  the  contract  of  any  carrier 
effective  at  the  end  of  a  contract  term,  if 
the  Commission  finds  that  at  no  time  dur¬ 
ing  the  preceding  two  contract  terms  did  the 
carrier  have  three  hundred  or  more  employees 
and  annuitants  (exclusive  of  family  mem¬ 
bers)  enrolled  for  its  plan.” 

(8)  Section  6(f)  (5  U.S.C.  3005(f))  is 

amended  by  striking  out  “,  on  such  terms 
or  conditions  as  are  prescribed  by  the  carrier 
and  approved  by  the  Commission”. 

(9)  Section  6(g)  (5  U.S.C.  3005(g))  is 

amended  by  striking  out  ",  at  the  option  of 
the  employee  or  annuitant,”. 

(10)  Section  7(a)  (1)  (5  U.S.C.  300&(a)  (1) ) 
is  amended — 

(A)  by  striking  out  the  comma  at  the  end 
of  clause  (A)  thereof  and  inserting  “and”  in 
lieu  of  such  comma;  and 

(B)  by  striking  out  “(other  than  as  pro¬ 
vided  in  clause  (C)  of  this  paragraph),  and 

(C)  not  less  than  $1.75  or  more  than  $2.50 
biweekly  for  a  female  employee  or  annuitant 
enrolled  for  self  and  family  including  a  non¬ 
dependent  husband”. 

(11)  Section  7(a)  (2)  (5  U.S.C.  3006(a)  (2) ) 
is  amended  to  read  as  follows: 

“(2)  For  an  employee  or  annuitant  en¬ 
rolled  in  a  plan  described  under  section  4(3) 
or  (4)  for  which  the  biweekly  subscription 
charge  is  less  than  twice  the  Government 
contribution  established  under  paragraph  ( 1 ) 
of  this  subsection,  the  Government  contri¬ 
bution  shall  be  50  .per  centum  of  the  sub¬ 
scription  charge.” 

(12)  Section  8(b)  (5  U.S.C.  3007(b))  is 
amended  by  inserting  immediately  after  the 
first  sentence  thereof  the  following  new  sen¬ 
tences:  “The  Commission,  from  time  to  time 
and  in  such  amounts  as  it  considers  appro¬ 
priate,  may  transfer  unused  funds  for  ad¬ 
ministrative  expenses  to  the  contingency  re¬ 
serves  of  the  plans  then  under  contract  with 
the  Commission.  When  funds  are  so  trans¬ 
ferred,  each  contingency  reserve  shall  be 
credited  in  proportion  to  the  total  amount  of 
the  subscription  charges  paid  and  accrued  to 
the  plan  for  the  contract  term  immediately 
preceding  the  contract  term  in  which  the 
transfer  is  made.” 

(13)  Section  8(5  U.S.C.  3007)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsection: 

“(d)(1)  Whenever  the  assets,  liabilities, 
and  membership  of  employee  organizations 
sponsoring  or  underwriting  plans  approved 
under  section  4(3)  have  been  or  are  here¬ 
after  merged,  the  assets  (including  contin¬ 
gency  reserves)  and  liabilities  of  the  plans 
sponsored  or  underwritten  by  the  merged 
organizations  shall,  at  the  beginning  of  the 
contract  term  next  following  the  date  of  the 
merger  or  enactment  of  this  subsection,  be 
transferred  to  the  plan  sponsored  or  under¬ 
written  by  the  successor  organization.  Each 
employee  or  annuitant  hereafter  affected  by 
a  merger  shall  also  be  transferred  to  the  plan 
sponsored  or  underwritten  by  the  successor 
organization  unless  he  enrolls  in  another 
plan  under  this  Act. 

“(2)  Except  as  provided  in  paragraph  (1) 
of  this  subsection,  whenever  a  plan  de¬ 
scribed  under  section  4(3)  or  4(4)  is  or  has 
been  discontinued  under  this  Act,  the  con¬ 
tingency  reserve  of  that  plan  shall  be  cred¬ 
ited  to  the  contingency  reserves  of  the  plans 
continuing  under  this  Act  for  the  contract 
term  following  that  in  which  termination 
occurs,  each  reserve  to  be  credited  in  propor¬ 
tion  to  the  amount  of  the  subscription 
charges  paid  and  accrued  to  the  plan  for 
the  year  of  termination.” 


(14)  Section  10(c)  (5  U.S.C.  3009(c)  is 

amended  to  read  as  follows : 

“(c)  Any  employee  enrolled  in  a  plan  under 
this  Act  who  is  removed  or  suspended  with¬ 
out  pay  and  later  reinstated  or  restored  to 
duty  on  the  ground  that  such  removal  or 
suspension  was  unjustified  or  unwarranted 
may,  at  his  option,  enroll  as  a  new  employee 
or  have  his  coverage  restored,  with  appro¬ 
priate  adjustments  made  in  contributions 
and  claims,  to  the  same  extent  and  effect  as 
though  such  removal  or  suspension  had  not 
taken  place.” 

Sec.  2.  Paragraphs  (4),  (10),  and  (11)  of 
the  first  section  of  this  Act  shall  become  ef¬ 
fective  on  the  first  day  of  the  first  pay  period 
which  begins  at  least  ninety  days  after  the 
date  of  enactment  of  this  Act. 

Amend  the  title  so  as  to  read:  “An  Act 
to  amend  the  Federal  Employees  Health 
Benefits  Act  of  1959  to  remove  certain 
inequities  in  the  application  of  such  Act, 
to  improve  the  administration  thereof, 
and  for  other  purposes.” 

The  SPEAKER.  Is  a  second  de¬ 
manded? 

Mr.  CORBETT.  Mr.  Speaker,  I  de¬ 
mand  a  second. 

Mr,  MURRAY.  Mr.  Speaker,  I  ask 
unanimous  consent  that  a  second  be  con¬ 
sidered  as  ordered. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ten¬ 
nessee? 

There  was  no  objection. 

Mr.  MURRAY.  Mr.  Speaker,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Texas  [Mr.  Pool]. 

Mr.  POOL.  Mr.  Speaker,  it  has  cer¬ 
tainly  been  a  most  interesting  and  re¬ 
warding  experience  for  me  to  have  served 
as  chairman  of  the  subcommittee  of  the 
Post  Office  and  Civil  Service  Committee 
that  considered  this  legislation. 

Anyone  who  has  had  the  opportunity  to 
study  and  observe  the  operations  of  the 
Federal  employees  health  benefits  pro¬ 
gram  cannot  help  but  be  enormously  im¬ 
pressed  by  the  fact  that  it  is  undoubtedly 
one  of  the  most  far  reaching,  progressive, 
and  beneficial  “fringe  benefits”  ever 
established  by  any  employer  for  its  em¬ 
ployees. 

Enacted  by  the  Congress  in  1959  as 
Public  Law  86-382,  the  program  started 
operating  on  July  1,  1960.  It  now  pro¬ 
vides  over  2  million  Federal  employees 
and  their  4  million  family  members  with 
a  level  of  health  insurance  protection 
that  ranks  among  the  best  and  most 
complete  obtainable.  It  is  the  largest 
health  benefits  program  in  the  world  and 
every  single  day  it  acts  as  a  protective 
buffer  around  Federal  employees  against 
the  financial  impact  of  not  only  routine 
medical  expenses  but  the  oftentimes 
ruinous  drain  of  major  medical  and  hos¬ 
pital  costs.  The  carriers  of  the  38  par¬ 
ticipating  health  benefits  plans  have 
paid  out  approximately  $1  billion  in  bene¬ 
fits  in  the  less  than  4  years  of  its  ex¬ 
istence.  • 

The  administration  of  the  Federal  em¬ 
ployees  health  benefits  program  is  under 
the  jurisdiction  of  the  Civil  Service  Com¬ 
mission  which,  certainly,  deserves  the 
highest  commendation,  not  only  for  the 
smooth  and  efficient  manner  in  which  the 
program  functions,  but  also  for  its  own 
Herculean  accomplishment  in  getting  the 
program  established  hi  the  first  place 
within  the  rather  broad  guidelines  that 
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were  laid  down  by  Congress  in  the  enabl¬ 
ing  legislation. 

However,  the  experience  of  the  Civil 
Service  Commission  to  date  in  adminis¬ 
tering  the  program  has  revealed  a  few 
problem  areas  which  it  now  feels  require 
legislative  action.  In  an  official  recom¬ 
mendation  submitted  to  the  Congress  on 
May  8,  1963,  the  Commission  proposed 
legislation  to  solve  these  problems  and  S. 
1561,  unanimously  reported  from  our 
committee  and  now  before  the  House,  is 
the  result  of  that  recommendation. 

S.  1561  incorporates  14  separate 
amendments  to  the  Federal  Employees 
Health  Benefits  Act  of  1959.  These 
amendments  are  intended: 

First.  To  solve  problems  that  have 
arisen  from  the  application  of  the  act 
to  particular  circumstances  that  could 
not  be  foreseen  prior  to  enactment; 

Second.  To  correct  certain  inequities 
that  have  developed ;  and 
Third.  To  simplify  and  improve  gen¬ 
erally  the  administration  of  the  act. 

Nine  of  the  amendments  are  those 
which  were  contained  in  the  official  rec¬ 
ommendation  of  the  Civil  Service  Com¬ 
mission.  The  remaining  five  amend¬ 
ments  were  adopted  as  a  result  of  the 
extensive  hearings  conducted  on  the  leg¬ 
islation  by  our  committee  and  the  Senate 
committee.  These  hearings  revealed  the 
need  for  further  improvements  in  the  act. 

I  would  like  to  emphasize  that  all  of  the 
amendments,  including  those  which  were 
not  originally  recommended  by  the  Civil 
Service  Commission,  have  been  endorsed  - 
by  this  agency. 

Seven  of  the  amendments  that  are  pro¬ 
posed  to  the  Health  Benefits  Act  in  S. 
1561  will  add  certain  new  benefits  for  em¬ 
ployees;  six  of  the  amendments  are  de¬ 
signed  to  improve  the  administration  of 
the  program;  and  one  corrects  a  techni¬ 
cal  defect  in  existing  law. 

Mr.  Speaker,  since  there  is  no  contro¬ 
versy  involved  in  any  of  the  amendments 
proposed  in  S.  1561,  I  think  it  unneces¬ 
sary  here  to  review  in  detail  each  sepa¬ 
rate  amendment.  They  are  fully  ex¬ 
plained  in  the  committee  report  on  the 
bill  which  is  available  to  the  Members. 
However,  I  would  like  to  highlight  a  few 
of  the  changes  that  are  made  in  existing 
law,  particularly  those  which  would  ex¬ 
tend  new  benefits.  While,  with  one  ex¬ 
ception,  they  cannot  be  considered  major 
departures  from  existing  law,  they  are 
important  and  will  contribute  materially 
to  improving  the  program. 

One  amendment  adds  foster  children, 
who  are  presently  excluded,  to  the  list  of 
family  members  who  can  be  covered  by 
the  enrollment  of  an  employee  or  annui¬ 
tant,  if  these  children  are  living  with  the 
employee  or  annuitant  in  a  regular 
parent-child  relationship. 

Health  benefits  coverage  will  be  con¬ 
tinued  for  unmarried  children  up  to  the 
age  of  21  years  under  an  employee’s  fam¬ 
ily  enrollment.  The  age  limit  presently 
is  19  years. 

Another  amendment  makes  provision 
for  permitting  employees,  who  otherwise 
might  be  ineligible  to  do  so  because  they 
did  not  enroll  at  their  first  opportunity, 
to  continue  their  health  benefits  protec¬ 
tion  when  they  retire  on  immediate  an¬ 
nuities. 
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Certain  retirees  who  lost  their  health 
benefits  protection  when  they  retired  be¬ 
cause  they  had  not  enrolled  at  the  first 
opportunity  will  be  permitted  to  regain 
their  coverage. 

Two  of  the  amendments  provide  for 
the  orderly  and  equitable  disposition  of 
the  contingency  reserves  of  health  bene¬ 
fits  plans  that  discontinue  business  or  of 
health  benefits  plans  sponsored  by  em¬ 
ployee  organizations  that  are  involved  in 
mergers.  Existing  law  makes  no  provi¬ 
sion  at  all  for  the  disposition  of  these 
contingency  reserves. 

Perhaps  the  most  significant  amend¬ 
ment,  at  least  from  the  point  of  view 
of  over  100,000  married  women  em¬ 
ployees,  corrects  a  very  serious  inequity 
involving  them  that  has  existed  since 
the  program  went  into  effect  on  July  1, 
1960.  Present  law  discriminates  against 
these  female  employees  by  requiring 
them  to  pay  appreciably  more  for  their 
family  enrollments  when  they  have  non¬ 
dependent  husbands.  There  is  no  simi¬ 
lar  penalty  in  existing  law  for  married 
male  employees  whose  wives  may  not  be 
dependent  upon  them.  The  amendment 
would  simply  eliminate  the  separate  en¬ 
rollment  classification  for  these  married 
women  employees  who  might  have  non¬ 
dependent  husbands  and  it  puts  them  on 
the  same  Government  contribution  basis 
as  all  other  regular  family  enrollments. 

I  would  like  to  point  out  that  this 
particular  amendment  is  the  only  one  of 
the  14  that  involves  any  cost  to  the  Gov¬ 
ernment.  The  Civil  Service  Commission 
estimates  that  the  cost  of  this  amend¬ 
ment  to  the  Government  will  be  approxi¬ 
mately  $3.25  million  per  year,  but  in  the 
interests  of  equity  and  in  removing  a 
discrimination  against  one  class  of  em¬ 
ployees  that  never  should  have  existed 
in  the  first  place,  this  cost  is  fully  justi¬ 
fied  as  a  part  of  the  overall  cost  of  the 
Government’s  share  of  the  program. 

As  I  indicated,  there  are  no  costs  to 
the  Government  involved  in  any  of  the 
other  amendments.  In  fact,  the  Civil 
Service  Commission  estimates  that 
adoption  of  the  remaining  amendments 
will  result  in  minor  savings  in  adminis¬ 
trative  expenses. 

Mr.  Speaker,  S.  1561  is  extremely  de¬ 
sirable  legislation.  It  will  materially  im¬ 
prove  and  strengthen  the  Federal  em¬ 
ployees  health  benefits  program,  already 
recognized  as  one  of  the  finest  and  most 
complete  in  the  world.  I  earnestly  urge 
the  adoption  of  S.  1561. 

Mr.  CUNNINGHAM.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  POOL.  I  yield  to  the  gentleman. 
Mr.  CUNNINGHAM.  I  want  to  com¬ 
pliment  the  gentleman  on  his  statement. 
I  .  certainly  support  the  gentleman’s 
presentation  and  I  support  the  bill. 
Having  been  a  member  of  the  committee 
that  developed  the  health  program  for 
our  Federal  employees,  I  think  it  is  one 
of  the  finest  that  could  possibly  have 
been  developed.  I  want  to  compliment 
the  Civil  Service  Commission  particularly 
for  taking  a  difficult  piece  of  legislation 
and  working  it  out  so  smoothly.  So  I 
do  want  to  say  it  is  a  very  fine  piece  of 
legislation  that  we  passed  out  of  our 
Committee  on  the  Civil  Service  several 
years  ago  and  that  this  will  strengthen 


the  program.  It  is  the  very  finest  health 
and  accident  that  is  available  on  the 
market  today. 

[Mr.  POOL  addressed  the  House.  His 
remarks  will  appear  hereafter  in  the 
Appendix.] 

Mr.  CORBETT.  Mr.  Speaker,  I  yield 
such  time  as  she  may  consume  to  the 
gentlewoman  from  New  York  [Mrs.  Sx. 
George]  who  is  ranking  member  on  the 
subcommittee  that  handled  this  bill. 

Mrs.  ST.  GEORGE.  Mr.  Speaker,  I 
wholeheartedly  join  my  distinguished 
colleague  from  Texas  in  urging  approval 
here  to^ay  of  S.  1561. 

I  was  privileged  to  serve  on  the  Post 
Office  and  Civil  Service  Committee  in 
1959  and  participate  in  the  lengthy 
hearings  and  executive  sessions  out  of 
which  emerged  Public  Law  86—382 — the 
Federal  Employees  Health  Benefits  Act, 
certainly  one  of  the  most  valuable  and 
beneficial  fringe  benefits  ever  enacted  by 
Congress  for  Federal  employees. 

Under  this  program,  the  Federal  Gov¬ 
ernment  has  joined  with  other  progres¬ 
sive  and  enlightened  employers  by  con¬ 
tributing  a  share  of  the  cost  of  protect¬ 
ing  its  employees  and  their  dependents 
against  the  high,  unbudgetable,  and 
financially  burdensome  cost  of  medical 
services.  Federal  employees  are  able  to 
purchase  protection  at  comparatively 
low  cost  from  the  oppressive  expenses  of 
normal  medical  care  and  the  generally 
crushing  expenses  of  major  or  cata¬ 
strophic  illness  or  injuries. 

I  might  mention  that  a  corollary  bene¬ 
fit  of  this  program  is  that  it  has  ma¬ 
terially  improved  the  competitive  posi¬ 
tion  of  the  Federal  Government  in  the 
recruitment  and  retention  of  competent 
civilian  personnel. 

I  remember  when  the  program  was 
originally  enacted,  there  were  many  who 
expressed  serious  doubts  that  a  health 
benefits  program  of  this  magnitude — 
one  that  would  offer  the  best  possible 
health  insurance  protection  to  over  2 
million  employees  and  their  families — 
could  ever  be  successfully  inaugurated 
.without  at  least  the  necessity  for  a  con¬ 
tinuing  series  of  perfecting  and  strength¬ 
ening  legislative  proposals.  It  is  in¬ 
deed  a  real  testimonial,  not  only  to  the 
legislative  architects  of  the  original  pro¬ 
gram,  but  also  to  the  Civil  Service  Com¬ 
mission  that  was  charged  with  responsi¬ 
bility  for  getting  the  program  underway 
and  administering  it,  that  after  a  period 
of  almost  4  years  of  efficient  operation 
this  is  the  first  request  the  Congress  has 
had  for  any  important  perfecting  legis¬ 
lation. 

S.  1561  is  the  result  of  an  official  re¬ 
quest  which  we  received  from  the  Civil 
•  Service  Commission,  based  upon  its  ex¬ 
periences  to  date  in  administering  the 
program.  The  bill  contains  14  separate 
amendments  to  the  Federal  Employees 
Health  Benefits  Act  that  are  designed  to 
bolster  it  in  a  few  weak  spots,  correct 
certain  inequities  that  have  been  un¬ 
covered,  and  remove  a  few  obstacles  in 
the  path  of  efficient  administration. 

Only  two  of  the  amendments  can  in 
any  way  be  considered  major  substantive 
changes  in  the  act,  but  in  my  opinion, 
they  are  the  changes  that  are  the  most 
highly  desirable.  In  fact,  the  existing 
provisions  of  law  leading  to  the  need  for 


these  two  amendments  should  never  have 
been  incorporated  in  the  original  act. 
Both  of  these  amendments  have  been  ex¬ 
plained  by  my  colleague  from  Texas,  but 
I  do  want  to  review  them  again  briefly 
for  you. 

The  first  amendment  continues  health 
benefits  coverage  under  a  family  enroll¬ 
ment  for  unmarried  children  until  they 
reach  21  years  of  age.  The  21 -year  age 
limit,  incidentally,  was  recommended  to 
our  committee  and  to  the  Senate  com¬ 
mittee  in  1959  by  the  Civil  Service  Com¬ 
mission  during  our  original  consideration 
of  the  legislation.  Experience  to  date 
proves  that  the  Commisison  was  right  in 
advocating  at  that  time  a  21 -year  age 
limit  rather  than  the  19 -year  age  limit 
that  was  finally  adopted  in  1959.  In 
spite  of  what  you  might  hear  and  read 
about  the  prevalence  of  early  marriages 
today,  more  and  more  young  people  are 
remaining  a  part  of  the  family  house¬ 
hold  until  a  later  age  and  their  mothers 
and  fathers  are  still  morally  and  legally 
responsible  for  them,  at  least  until  they 
reach  the  legal  age  of  21.  Changing  the 
age  limit  to  21  will  be  particularly  helpful 
to  families  who  have  children  in  college 
and  who  are  already  under  a  heavy 
financial  burden  without  being  required 
to  purchase  separate  and  more  expensive 
health  insurance  for  their  children. 

The  really  good  thing  about  this  par¬ 
ticular  amendment  is  that  it  extends  an 
important  benefit  to  Federal  employees 
without  adding  to  the  overall  cost  of  the 
program.  The  Civil  Service  Commission 
endorses  this  change  and,  in  an  official 
report  to  our  committee,  pointed  out  that 
its  cost,  if  any,  would  be  quite  minimal. 

The  second  amendment  contained  in 
S.  1561  that  I  would  like  to  call  to  your 
attention  is  the  one  that  I  consider  the 
most  important.  It  corrects  an  extreme¬ 
ly  inequitable  condition  that  has  existed 
since  enactment  of  the  health  benefits 
program — a  condition  that  never  should 
have  existed,  and  one  that  has  been  of 
deep  concern  to  me  ever  since.  This 
amendment  quite  simply  will  eliminate 
the  “odd  man”  classification  that  was  set 
up  in  the  original  act  for  married  women 
employees  whose  husbands  are  nonde¬ 
pendent  upon  them.  This  separate  and 
discriminatory  enrollment  classification 
called  for  a  much  smaller  Government 
contribution  to  their  health  benefits  cov¬ 
erage,  thus  requiring  that  they  pay  a 
higher  percentage  share  of  the  total  cost 
of  health  insurance  protection  than  sin¬ 
gle  persons  or  married  men  with  families. 
There  is  no  separate  classification  or 
similar  penalty  imposed  upon  married 
men  whose  wives  work  and  who,  in  effect, 
are  not  dependent. 

Singling  out  this  group  of  Federal 
Government  workers  for  lower  benefits 
than  their  coworkers  certainly  has  con¬ 
stituted  a  serious  inequity  and  particu¬ 
larly  at  a  time  when  a  lot  of  effort,  from 
the  White  House  on  down,  is  being  ex¬ 
erted  to  provide  fully  equal  consideration 
for  female  employees  in  all  phases  of 
Government  employment. 

S.  1561  will  eliminate  the  “odd  man” 
female  and  nondependent  husband  en¬ 
rollment  classification  and  place  these 
women  employees  in  the  regular  self  and 
family  enrollment  where  the  Govern¬ 
ment’s  contribution  to  their  health  bene- 
.  fits  plans  will  be  exactly  the  same  as 
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what  it  is  for  all  other  family  enroll¬ 
ments. 

As  the  gentleman  from  Texas  has  in¬ 
formed  you,  this  is  the  only  amendment 
in  the  bill  that  involves  any  cost— an 
estimated  $3.25  million  per  year.  How¬ 
ever,  this  is  a  cost  that  is  entirely  justi¬ 
fied  as  a  part  of  the  overall  cost  of  the 
entire  Federal  employees  health  benefits 
program.  It  is  a  cost  that  the  Govern¬ 
ment  rightfully  should  have  been  pay¬ 
ing  since  July  1,  I960.  In  fact,  rather 
than  speaking  in  terms  of  additional  cost 
here,  a  good  case  could  be  made  that 
the  Government  has  reaped  an  unde¬ 
served  windfall  of  three  and  a  quarter 
million  dollars  per  year  since  July  1960 
at  the  expense  of  a  dedicated  group  of 
employees,  and  that  this  bill  only  re¬ 
quires  that  the  Government  start  pay¬ 
ing  what  it  should  have  paid  all  along. 

Mr.  Speaker,  the  amendments  to  the 
Federal  Employees  Health  Benefits  Act 
contained  in  S.  1561  were  very  carefully 
considered  by  my  committee  and  they 
are  offered  here  today  by  a  unanimous 
vote  of  the  committee.  I  sincerely  urge 
their  favorable  consideration  by  the 
House. 

Mr.  CORBETT.  Mr.  Speaker,  I  yield 
to  the  gentleman  from  Illinois  [Mr. 
Springer]  . 

(Mr.  SPRINGER  asked  and  was  given 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  SPRINGER.  Mr.  Speaker,  I  wish 
to  urge  passage  today  of  S.  1561,  as 
amended  by  the  House  Committee  on 
Post  Office  and  Civil  Service. 

On  September  1,  1959,  Mr.  Speaker,  I 
supported  a  motion  to  suspend  the  rules 
and  pass  S.  2162,  a  bill  to  provide  for  a 
health  benefits  program  for  Federal  em¬ 
ployees.  The  motion  carried  and  S.  2162 
subsequently  was  enacted  into  law.  The 
intervening  time  has  proven  that  deci¬ 
sion  of  the  Congress  to  be  a  good  one. 
The  Federal  employees  health  benefits 
program  has  operated  well,  confounding 
its  critics  who  said  it  was  unworkable. 
However,  minor  problem  areas  have  de¬ 
veloped  in  the  administration  of  this 
program.  And  today  we  have  an  oppor-  f 
tunity  to  correct  some  of  the  problems  i 
and  also  to  eliminate  certain  inequities ? 
which  have  appeared.  We  can  do  this  I 
by  passing  S.  1561. 

Of  particular  importance,  Mr.  Speak-  : 
er,  is  paragraph  4  which  would  eliminate 
an  unjust  discrimination  against  mar¬ 
ried  female  employees  who  are  required 
to  pay  substantially  more  for  their 
health  benefits  protection  than  are  mar¬ 
ried  male  employees.  At  present,  the 
married  female  employee  cannot  include 
a  nondependent  husband  in  her  family 
policy  and  receive  the  same  governmen¬ 
tal  benefits  as  can  a  married  male  em¬ 
ployee.  To  me  this  is  utterly  unfair. 
A  woman,  providing  for  her  family’s 
health  protection,  is  entitled  to  exactly 
the  same  consideration  from  her  Gov¬ 
ernment  as  is  the  male  employee  pro¬ 
tecting  his  family.  The  Civil  Service 
Commission  has  estimated  that  approx¬ 
imately  100,000  women  would  qualify  for 
this  increased  coverage  and,  even  though 
it  would  add  some  to  the  total  cost  of 
the  program,  the  Commission  would  not, 
in  the  interest  of  equity,  oppose  the  pro- 
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posal.  Those  five  words  “in  the  interest 
of  equity”  are  of  the  utmost  importance 
and  should  be  taken  to  heart  by  every 
Member  present  today.  “In  the  interest 
of  equity”  we  should,  today,  raise  the 
married  female  employee  to  the  level 
which  the  married  male  employee  has 
enjoyed  and  benefited  from  since  the 
program  went  into  effect  on  July  1,  1960. 

Of  equal  importance,  Mr.  Speaker,  is 
paragraph  3(A)  which  adds  foster  chil¬ 
dren  who  are  living  with  the  employee 
in  a  regular  parent-child  relationship 
to  the  list  of  family  members  who  can  be 
covered.  Again,  this  is  a  matter  of 
equity.  Such  foster  children  are  custom¬ 
arily  included  in  health  plans  in  private 
enterprise.  Therefore,  this  paragraph 
merely — and  I  might  add  belatedly — 
brings  them  under  coverage  in  the  Fed¬ 
eral  program.  Not  to  do  so  is  to  work  an 
undue  hardship  on  employees  who  may 
be  rearing  a  grandchild — a  niece — or  a 
minor  brother  or  sister  whose  parents 
are  dead. 

S.  1561  is  well-conceived,  well-studied 
legislation.  The  Committee  on  Post  Of¬ 
fice  and  Civil  Service  is  to  be  commended 
for  presenting  this  excellent  legislation 
to  us  today.  It  deserves  passage. 

Mr.  CORBETT.  Mr.  Speaker,  might  I 
inquire  if  the  gentleman  from  Tennessee 
has  any  other  requests  for  time? 

Mr.  MURRAY.  Mr.  Speaker,  I  have 
no  further  requests  for  time  on  this  side 

The  SPEAKER.  The  question  is  on 
the  motion  of  the  gentleman  from  Ten¬ 
nessee  [Mr.  Murray],  that  the  House 
suspend  the  rules  and  pass  the  bill  S 
1561  with  an  amendment. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof)  the 
rules  were  suspended  and  the  bill  was 
passed. 

The  title  was  amended  so  as  to  read 
“An  Act  to  amend  the  Federal  Employees 
Health  Benefits  Act  of  1959  to  remove 
certain  inequities  in  the  application  of 
such  Act',  to  improve  the  administration 
thereof,  and  for  other  purposes.” 

A  motion  to  reconsider  was  laid  on  the 
table. 


OUR  LIVESTOCK  AND  MEAT  PROD¬ 
UCTS  IMPORT  PROBLEM — ACTION 
UNDER  SECTION  22  NEEDED 
(Mr.  WHITTEN  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  WHITTEN.  Mr.  Speaker,  section 
22  of  the  Agricultural  Adjustment  Act, 
among  other  things,  provides  that: 

Whenever  the  Secretary  of  Agriculture  has 
reason  to  believe  that  any  article  or  articles 
are  being  or  are  practically  certain  to  be  im¬ 
ported  into  the  United  States  under  such 
conditions  and  in  such  quantities  as  to  ren¬ 
der  or  tend  to  render  ineffective,  or  materi¬ 
ally  Interfere  with,  any  program  *  *  *  or 
any  loan,  purchase  *  *  *  operation  *  *  * 
or  to  reduce  substantially  the  amount  proc¬ 
essed  *  *  *  he  shall  so  advise  the  Presi¬ 
dent,  and  if  the  President  agrees  that  there 
is  reason  for  such  belief,  the  President  shall 
cause  an  immediate  investigation  to  be  made 
by  the  U.S.  Tariff  Commission. 

And  upon  a  proper  finding  a  50  per¬ 
cent  tax  or  quantitative  limitation  may 
be  required. 


Imports  of  livestock  and  meat  products 
imported  into  this  country  have  in-^ 
creased  by  more  than  100  percent  in  th^ 
last  few  years.  These  imports  have  cr 
ated  a  surplus  on  the  domestic  market, 
perilously  endangering  and  affecting  the 
operations  of  farm  programs. 

For  years  our  Government  periodically 
has  been  required  to  purchase  surplus 
meats,  and  on  at  least  one  occasion  live 
cattle,  all  within  the  intenriof  section  32 
of  the  Agricultural  Adjustment  Act  and 
with  funds  generated  by’  that  act,  all  in 
an  effort  to  strengthen'  the  market.  We 
are  threatened  wit}?  such  a  situation 
now. 

We  have  a  prio£  support  program  for 
grain,  and  if  t^ns  great  inflow  of  live¬ 
stock  and  meat  products  is  not  stopped, 
we  will  find  less  grain  fed  to  livestock  at 
home  and  J!his  agricultural  program  will 
be  thus  endangered.  If  these  increased 
imports/are  not  stopped,  less  American 
meat  ywill  be  processed  over  the  years 
ahe£. 

le  agreements  with  Australia  and 
raw  Zealand  to  reduce  shipments  to  us, 

,  ,/hile  good,  are  far  too  little.  Therefore, 
Mr.  Speaker,  I  urge  the  Secretary  of 
Agriculture  to  move  now  to  set  the,  pro¬ 
visions  of  section  22  in  motion. 

FOREIGN  AID  HURTS 

Mr.  Speaker,  this  problem  is  com¬ 
pounded  by  other  policies  of  the  Gov¬ 
ernment.  Through  our  foreign  aid  pro¬ 
gram  the  United  States  is  authorized  to 
finance  and  is  apparently  financing 
American  cattle  interests  in  locating  in 
South  and  Central  America,  as  well  as 
other  areas,  with  their  operations  guar¬ 
anteed  by  the  U.S.  Government,  enabling 
such  American  interests  to  produce  cat¬ 
tle  and  return  them  to  the  United  States 
without  restriction. 

The  Agency  for  International  Devel¬ 
opment,  according  to  its  bulletin,  pro¬ 
vides  for; 

First.  An  investment  survey.  AID  will 
finance  50  percent  of  the  cost  of  a  trip  to 
look  over  the  situation  in  a  foreign  coun¬ 
try. 

Second.  AID  will  make  a  dollar  loan, 
valso  Export-Import  Bank,  International 
inance  Corporation  and  World  Bank, 
aHd  Inter-American  Development  Bank. 

xird.  AID  will  also  make  local  cur- 
rencKloans  from  currencies  generated 
by  Publm  Law  480. 

Fourtfii  AID  will  guarantee  against  po¬ 
litical  rislXand  some  business  risks. 

Then,  cattle  and  other  livestock  pro¬ 
duced  abroaaVan  be  sent  back  into  the 
United  States  without  limitation.  I  un¬ 
derstand  that  Xen  now  many  more 
Americans  are  getfimg  set  for  this  Santa 
-  Claus  program  offered  by  the  U.S.  Gov¬ 
ernment  through  foreign  aid,  while  In¬ 
ternal  Revenue  ServiceVttempts  to  col¬ 
lect,  in  taxes,  just  a  smaU  share  of  the 
millions  of  dollars  which  Nether  Ameri¬ 
cans  have  made  under  thisXrogram  at 
the  expense  of  their  America\competi- 
tors  who  stayed  at  home. 

INVESTIGATION  BEING  MADE 

When  this  was  brought  to  our  aUen- 
tion  a  few  weeks  ago,  our  Agriculture 
Appropriations  Subcommittee  provide' 
for  an  investigation  by  the  AppropriaA 
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SENATE 


1.  COTTON;  WHEAT.  Paa/ed,  53-35,  with  amendments  H.  R.\l96,  the  cotton-wheat 
bill.  Senate  conferees  were  appointed,  pp.  4410-25^4444-7,  4449-86 


Agreed  to  the  following  amendments: 

By  Sen.  E/lender,  to  end  the  cotton  provisions  in  2  yea^s  rather  than  4,  by 

a  46-43  votfe.  pp.  4415-24 

By  Sen*  McClellan,  to  authorize  transfer  of  cotton  allotments  in  case  of 
naturalyuisaster.  pp.  4470-1 

By  i>en.  Mundt,  to  authorize  transfer  of  wheat  allotments  in  ca^e  of  natural 
disa/ter.  p.  4475 


basis 


that 


Re/ected  the  following  amendments: 

By  Sen.  Williams,  N.  J. ,  to  provide  for  cotton  allotments  on  a  baleAge 
and  wheat  allotments  on  a  bushelage  basis,  by  a  19-66  vote  pp.  4411-15 
By  Sen.  Ellender,  to  equalize  the  price  of  cotton  to  foreign  users  witl 
paid  by  domestic  users,  by  a  28-59  vote.  pp.  4445-7,  4449 

By  Sen.  Miller,  to  require  that  advertisements  and  labels  of  imported  meat 
poultry,  and  fish  indicate  their  foreign  origin  (as  amended  by  an  amendment  by' 
Sen.  Magnuson  to  add  lumber  products),  by  a  34-55  vote.  pp.  4449-54  \ 


By  Sen.  Tower,  to  prohibit  the  Export-Import  Bank  or  any  other  Government 
agency  from  guaranteeing  payment  of  any  Communist  obligations  in  the  purchase 
of  any  farm  products  and  providing  that  at  least  507.  of  any  farm  products  sol d 
sJ:o  a  Communist  country  shall  be  shipped  in  U.  S.-flag  vessels,  by  a  36-53yvote, 
4455-9 

5y  Sen.  Miller,  to  provide  for  a  referendum  on  the  voluntaty  wheat  program, 
by  iK32-56  vote.  pp.  4459-63 

ByN^en.  Tower,  to  strike  out  the  wheat  provisions,  by  a  42-46  vojTfe.  pp. 
4463-9 


Debated  the\fol lowing 
By  Sen.  Williams, 
dities  under  title  I 
shall  be  in  the*,  form 
be  set  aside  forNthe 
4444-5 

By  Sen.  Bayh,  to 
4472-5 


amendments,  which  were  then  withdrawn: 

Del. ,  to  require  that  in  the  sale  of  agricultural  commo- 
of  Public  Law  480,  for  soft  currencie sir  25%  of  the  sales 
of  dollars  or  hard  currencies,  and  thjft  another  257o  shall 
use  of  the  U.  S.  Government  at  its  own  discretion,  pp, 


>rovide  for  a  long-range  land  retirement  program,  pp, 


2.  FOREIGN  CURRENCIES.  Passed  without  amendment  S.  2115, 

foreign  currencies  in  lied\of  dollars  for  curre^eft  expenditures 


358$  use  of  reserved 


pp.  4414-5 


C 


3. 


PERSONNEL.  Concurred  in  the  House  amendments  to  S.  1561,  to  amend  the  Federal 
Employees'  Health  Benefits  Act,  including  a  provision  to  eliminate  the  discrim¬ 
ination  against  married  female  employees  who  are  required  to  pay  more  for  their 
health  benefits  protection  than  are  married  male  employees.  This  bill  will 

now  be  sent  to  the  President,  pp.  4492-3  _  _ 

Sen.  Muskie  inserted  an  article  c^qparing  the  civil  servant's  position  with 
that  of  a  businessman,  p.  4507 


4.  PACKAGING.  Sen.  Hart  urged  enactment  of  S\387,  his  bill  to  prohibit  restraints 
of  trade  carried  into  effect  through  the  as^  of  unfair  and  deceptive  methods  of 
packaging  or  labeling  certain^ consumer  commodities,  pp.  4505-6 


( 


5.  RECLAMATION.  Passed  without  amendment  S.  2447,  fco  authorize  Interior  to  con¬ 
struct,  operate,  and  maintain  the  Whitestone  Coulbe  unit  of  the  Chief  Joseph 
Dam  project,  Wash.  p.  >4410 

Passed  as  reported/S.  2493,  to  authorize  Interior\to  determine  that  certain 
costs  of  operating  and  maintaining  Banks  Lake  and  Potholes  Reservoir  on  the 
Columbia  Basin  project  for  recreation  purposes  are  nonreimbursable,  pp.  4410-! 


6.  REPORTS.  Received  reports  on  the  ACP  program,  trade  agreements  program,  and 
research  on  d^alting  water,  p.  4486 


7.  LEGISLATIVE  .PROGRAM.  Sen.  Mansfield  announced  that  debate  on  ttfk  civil  rights 
bill  will/begin  Mon. ,  Mar.  9.  p.  4495 


8.  ADJ0UR1JED  until  Mon.,  Mar.  9.  p.  4509 

HOUSE 


ior 


I^JRESTRY,  The  Indian  Affairs  Subcommittee  voted  to  report  to  the  full  Int 
and  Insular  Affairs  Committee  H.  R.  6287  (an  identical  bill  S.  1565,  has 
previously  passed  the  Senate),  to  modernize  timbering  operations  on  the  Indi^ 
reservations  by  permitting  flexibility  in  harvesting  practices  on  unallotted 
lands  on  Indian  reservations,  p.  D179 
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complex  demands  of  our  expanding  in¬ 
dustrial  society. 

We  are  not,  however,  achieving  this 
goal.  Note  the  magnitude  of  the  unem¬ 
ployment  problem  among  young  girls. 
In  1363,  for  example,  young  women  had 
the  Nation’s  highest  unemployment 
rates,  itpung  women  between  the  ages 
of  18  ana\20  had  an  unemployment  rate 
of  15.2  percent;  for  women  14  to  17  years 
of  age  the  unemployment  rate  was  16.2 
percent.  The'createst  extent  of  unem¬ 
ployment  in  theVntire  Nation — 31.9  per¬ 
cent — occurred  anaong  nonwhite  women 
18  and  19  years  of  afe. 

These  are  distressing  statistics,  Mr. 
President;  they  indicate  that,  despite  our 
noble  intentions,  we  have  been  neglect¬ 
ing  countless  thousands  oKyoung  women. 
We  must  act  promptly  toNmd  this  ne¬ 
glect;  otherwise,  we  will  be  gorging  the 
chain  that  links  the  deprivation  of  one 
generation  to  the  next.  The  dermmds  of 
human  dignity;  the  demands  \f  our 
democratic  society;  and  the  demands  of 
a  sound  economy  dictate  that  this  cb^le 
be  swiftly  broken. 

Accordingly,  Mr.  President,  I  intro- , 
duce,  for  appropriate  reference,  a  bill  to 
authorize  Federal  funds  for  grants  to 
States  and  political  subdivisions  thereof, 
public  and  other  nonprofit  agencies,  in¬ 
stitutions,  and  organizations  for  paying 
part  of  the  costs  of  establishing  and  op¬ 
erating  work-experience  programs  de¬ 
signed  to  improve  the  employment 
opportunities  of  girls  14  through  21  years 
of  age  who  are  dropouts  or  unemployed 
and  enable  them  to  contribute  more  fully 
to  society  in  their  work  or  in  their  role 
as  homemakers,  mothers,  and  wives. 

This  measure  provides  the  sponsoring 
entity  with  broad  discretion  and  flexi¬ 
bility  as  to  the  type  of  program  it  de¬ 
velops.  It  is  anticipated,  for  instance, 
that  a  program  of  homemaker  training 
would  be  useful  and  appropriate  for 
many  young  women. 

Apart  from  developing  competence  in 
preparing  meals,  general  housekeeping 
skills,  proper  child  care,  health  hygiene, 
and  other  factors  related  to  homemak-, 
ing,  such  a  work-experience  prograi 
would  enable  these  young  girls  to  imprpve 
their  job  opportunities. 

With  some  improvements  in  /labor 
standards,  there  is  no  reason  whv/nouse- 
hold  service  should  not  be  considered  a 
dignified  and  responsible  occupation. 
As  indicated  in  a  report  frooi  the  Presi¬ 
dent’s  Commission  on  tVe  Status  of 
Women,  the  role  of  household  employ¬ 
ment  should  not  be  overlooked: 

The  committee  recommends  that  pilot  pro¬ 
grams  for  household  /service  be  developed 
and  extended  for  thfe  purpose  of  resolving 
the  problems  associated  with  the  widespread 
need  for  household  help  and  the  need  to 
standardize  ancLmpgrade  household  employ¬ 
ment  and  expand  opportunities  for  workers 
in  this  field/  Such  programs  would  *  *  * 
seek  out  bnth  young  and  mature  women 
interested/in  training. 

As  /  corollary  consideration,  Mr. 
President,  we  must  not  overlook  the  in¬ 
creasingly  serious  child  care  problems  of 
waking  mothers. 

It  is  estimated  that  in  1962,  over  8 
'million  mothers  of  children  under  18 
were  working  full  time  in  the  United 
States.  Of  these  8  million  women,  more 
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than  one-third  had  children  between  1 
and  6  years  of  age.  The  large  majority 
of  working  mothers  are  in  the  labor  force 
because  of  economic  pressures.  The 
mothers  of  2  Ms  million  children  are  the 
sole  support  of  their  families. 

Many  women  in  our  society  are  unable 
to  function  adequately  in  their  homes, 
in  their  jobs,  or  in  the  community  with¬ 
out  some  form  of  help  during  the  day  to 
provide  care  for  their  children.  This  is 
especially  important  in  those  cases  where 
the  mother  is  the  sole  support  because  of 
the  death  of  the  husband  or  because  of 
a  broken  family.  Given  this  shortage  of 
day-care  personnel,  I  am  certain  that 
a  training  program  could  be  developed 
under  this  measure  to  train  the  young 
women  for  this  occupation. 

Mr.  President,  I  have  outlined  but  a 
few  of  the  ways  in  which  the  bill  I  have 
introduced  could  assist  our  Nation’s 
young  women.  Also  important  are  the 
nationally  known  youth  programs  which, 
although  they  are  not  geared  exclusively 
to  the  needs  of  women,  illustrate  th©/ 
type  of  programs  that  could  be  develop 
under  this  bill. 

The  well-known  Detroit  job-ui/rad- 
hag  program  has  been  in  operation  for  a 
number  of  years  under  the  iomt  spon¬ 
sorship  of  the  Detroit  public  schools  and 
the  Detroit  Youth  Council/ Last  year 
about  \,000  dropouts  wer/  given  spe 
cialized  instruction  to  ra/e  the  level  of 
employability. 

In  addition,  studen/  were  instructed 
in  general  employment  matters,  such  as 
the  importancNpf  developing  personality 
traits  helpful  inStfolding  jobs,  the  need 
to  get  along  wit/apworkers,  and  an  im¬ 
portance  of  r<jnabilHy  and  work  respoir 
sibility. 

Similar  i*{  some  respects  to  the  Detroit 
program /fs  a  notable  program  in  Chi¬ 
cago  which  illustrates  hovk  business  can 
participate  in  a  program  toV^ssist  young 
peogie. 

cooperation  with  theVChicago 
iperintendent  of  Schools,  officiine  of  the 
larson,  Pirie,  Scott  &  Co.,  a  larg\  Chi¬ 
cago  department  store,  decided  to  under¬ 
take  an  experimental  work-experience 
program  with  59  young  dropouts  of  var; 
ing  mental  abilities.  For  3  weeks  the; 
received  a  nominal  salary,  attended 
orientation  courses  related  to  personal 
appearance  and  communication  skills 
necessary  for  department  store  work. 
Thereafter,  each  youngster  worked  3 
days  a  week  at  the  store  as  a  salesclerk, 
stockroom  workers,  or  clerical  assistant. 
Two  days  a  week  they  attend  classes  in 
a  nearby  office  building  where  they  re¬ 
ceived  basic  instruction  in  reading, 
speech,  and  mathematics. 

The  school  system  of  Baltimore,  Md., 
recently  began  operating  six  centers 
functiong  under  its  Project  HELP.  Each 
center  was  located  in  a  depressed  neigh¬ 
borhood,  has  a  staff  of  at  least  4  per¬ 
sons,  including  2  teachers,  and  a  volun¬ 
teer  mother  who  is  responsible  for  about 
30  children  aged  4  and  5. 

These  project  centers  are  neither  day¬ 
care  centers  nor  nursery  schools;  rather 
they  are  educational  programs  that  re¬ 
quire  3  hours  daily  attendance  in  the 
case  of  half-day  centers,  and  6-hour  daily 
attendance  in  the  case  of  full-day  cen¬ 


ters.  These  programs  are  designed  to 
provide  pupils  with  the  learning  experi¬ 
ences  they  might  otherwise  miss,  with 
special  emphasis  on  the  development  of 
language  and  communication  skills,  and 
on  the  encouragement  of  articulation,  ex¬ 
pression,  and  curiosity. 

Mr.  President,  similar  programs  could 
be  geared  to  meet  the  unattended  needs 
of  our  American  women.'  I  am  confident 
that  such  an  effort' would  focus  the 
energy  and  idealism  of  local  communities 
on  an  important,  but  neglected  segment 
of  our  youth.  This  effort  would  enable 
future  generations  of  American  women 
to  carry  out  the  duties  and  responsibili¬ 
ties  which  are  so  critical  to  our  complex 
industrial  society. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  bill  will  be  received  and  ap¬ 
propriately  referred. 

The  bill  (S.  2606)  to  encourage  the  de¬ 
velopment  of  demonstration  and  pilot 
projects  to  provide  young  women  with 
useful  work  experience  and  training,  and 
for  other  purposes,  introduced  by  Mr. 
Williams  of  New  Jersey,  was  received, 
read  twice  by  its  title,  and  referred  to 
the  Committee  on  Labor  and  Public  Wel¬ 
fare. 

CONTINUING  EDUCATION  EX¬ 
PENSE  OF  TEACHERS 

Mr.  HARTKE.  Mr.  President,  in  the 
effort  which  the  Nation  has  made  over 
the  last  few  years  to  improve  the  quality 
of  education,  there  has  been  a  continu¬ 
ing  stress  on  the  need  for  upgrading 
teachers  in  their  qualifications.  Where 
in  many  States  within  memory  of  at  least 
the  older  generation,  and  even  more  re¬ 
cently  in  some  localities,  it  was  possible 
for  one  to  teach  school  with  no  more 
than  a  year  of  preparation  beyond  high 
school.  But  the  2-year  teaching  certifi¬ 
cate  has  followed  this  scanty  arrange¬ 
ment  into  the  discard,  and  the  areas 
where  less  than  a  full  college  degree  as  a 
requirement  for  teaching  are  rapidly 
shrinking.  Indeed,  the  professional  mas¬ 
ter’s  degree  in  education  is  becoming 
increasingly  more  of  a  necessity  in  the 
school  systems  of  the  Nation,  and  the 
number  of  those  who  continue  to  earn 
loctorates  in  this  field  continues  to  in¬ 
ease. 

fact,  Mr.  President,  there  are  an 
increasing  number  of  school  districts  in 
whicmthere  is  a  requirement  that  teach¬ 
ers  maintain  their  skills  and  advance 
them  by  yaking  a  minimum  number  of 
hours  in  refresher  or  other  courses  either 
in  evening  clfrsses  or  in  summer  sessions 
in  order  to  maintain  their  positions  and 
qualify  for  advsmcement  in  the  school 
system.  For  them»  and  for  teachers  gen¬ 
erally,  this  is  whatSnay  properly  be  con¬ 
sidered  a  business  expense,  and  it  is  one 
for  which  there  is  presently  no  allowance 
provided  in  the  InternalVevenue  Code. 

Therefore  I  am  introducing  today  a 
bill  to  amend  the  Internal  Revenue  Code 
to  authorize  and  facilitate  adduction  by 
teachers  of  the  expenses  of  ^education 
from  gross  income.  The  bill  includes  al¬ 
lowance  of  certain  travel  expense,  and 
it  provides  a  uniform  method  of  proving 
entitlement  to  the  deduction.  It  willVso 
help  stimulate  and  encourage  more 
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teachers  to  undertake  the  costs  of  their 
furUier  professional  studies. 

This  bill,  which  has  the  backing  of 
the  National  Education  Association  and 
other  organizations  concerned  with  edu¬ 
cational  inatters,  is  the  same  as  a  bill 
which  haX  been  introduced  into  the 
House  by  Congresswoman  Martha  Grif¬ 
fiths  as  H.R.  a(709.  I  believe  it  will  rem¬ 
edy  an  inequitySby  making  available  on 
a  uniform  basis'^  deduction  which  is 
fully  comparable  -ftuth  other  deductions 
available  as  busings  expense.  I  hope 
that  other  Senators  wdl  join  me  in  the 
sponsorship  of  this  billhand  I  ask  that  it 
may  lie  on  the  table  for  their  signatures 
until  the  close  of  business\n  March  13, 

1  week  from  today. 

The  PRESIDING  OFFICER\Mr.  Bur¬ 
dick  in  the  chair) .  The  bill  whI  be  re¬ 
ceived  and  appropriately  referrecL  and, 
without  objection,  the  bill  will  lie  on  the 
desk,  as  requested  by  the  Senator  fi^m 
Indiana. 

The  bill  (S.  2609)  to  amend  the  InterN 
nal  Revenue  Code  of  1954  to  authorize 
and  facilitate  the  deduction  from  gross 
income  by  teachers  of  the  expenses  of 
education  (including  certain  travel) 
undertaken  by  them,  and  to  provide  a 
uniform  method  of  proving  entitlement 
to  such  deduction,  introduced  by  Mr. 
Hartke,  was  received,  read  twice  by  its 
title,  and  referred  to  the  Committee  on 
Finance. 

FEDERAL  METALLIC  AND  NONME- 
TALLIC  MINE  SAFETY  PROGRAM- 
CHANGE  OF  REFERENCE 

Mr.  METCALF.  Mr.  President,  I  ask 
unanimous  consent  that  the  bill,  S.  1949, 
which  is  a  mine  safety  bill,  be  rereferred 
from  the  Committee  on  Interior  and  In¬ 
sular  Affairs  to  the  Committee  on  Labor 
and  Public  Welfare.  On  introduction, 
the  bill  was  referred  to  the  Committee 
on  Interior  and  Insular  Affairs.  I  make 
this  request  on  behalf  of  the  chairman  of 
the  committee,  the  Senator  from  Wash¬ 
ington  [Mr.  Jackson]  .  I  ask  unanimous 
consent  that  his  statement  may  be  print¬ 
ed  in  the  Record  at  this  point. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Statement  by  Senator  Jackson 
There  is  before  the  Committee  on  Int/tior 
and  Insular  Affairs  the  bill,  S.  1949, /hich 
would  establish  a  Federal  metallic  ami  non- 
metallic  mine  safety  program  wity manda¬ 
tory  standards  and  enforcement  .provisions. 
This  measure  was  sponsored  by/he  Senator 
from  Montana  [Mr.  Metcalf/  for  himself 
and  the  Senator  from  Utah  LWr.  Moss], 

As  was  stated  by  Senator  JHetcalf  when  he 
introduced  S.  1949,  the /hill  is  based  in 

■1  Coal  Mine  Safety 

oremen’s  and  Har- 
The  subject  mat- 
tutes  comes  under 
rmmittee  on  Labor 
:ewise,  the  subject 
,  health  and  safety, 
re  purview  of  the 

o  that  in  the  87th 
acted  Public  Law 
le  Secretary  of  the 
,dy  of  health  and 
illic  and  nonmetal- 
>ecame  this  law  was 
by  the  Labor  Com¬ 


mittee.  In  compliance  with  Public  Law 
87-300,  the  Secretary  of  the  Interior  sub¬ 
mitted  a  study  and  report  to  the  Congress 
in  November,  and  this  report  was  properly 
referred  to  the  committee  that  had  consid¬ 
ered  the  enabling  legislation,  that  is,  the 
Labor  Committee. 

Under  the  foregoing  circumstances,  Mr. 
President,  I  believe  the  bill  S.  1949  should  be 
re-referred  from  the  Committee  on  Interior 
and  Insular  Affairs  to  the  Committee  on 
Labor  and  Public  Welfare,  and  I  ask  unani¬ 
mous  consent  that  this  be  done. 

Mr.  ALLOTT.  Mr.  President,  I  should 
like  to  inquire  as  to  the  reasons  for  re¬ 
questing  a  change  of  reference. 

Mr.  METCALF.  Under  rule  XXV  the 
committee  which  has  jurisdiction  over 
the  welfare  of  miners  is  the  Committee 
on  Labor  and  Public  Welfare,  instead  of 
the  Committee  on  Interior  and  Insular 
Affairs. 

Mr.  JACKSON.  Mr.  President,  will 
the  Senator  yield? 

Mr.  METCALF.  I  yield. 

Mr.  JACKSON.  It  is  my  understand¬ 
ing  that  under  the  precedents  and  rulings 
leretofore  made  mine  safety  legislation 
has  always  been  within  the  jurisdiction 
of  «he  Committee  on  Labor  and  Public 
Welr^re.  I  was  so  informed  by  tl 
Parliamentarian,  Mr.  Watkins,  whei 
checkecKthe  matter  with  him  today.. 

Mr.  ALLOTT.  It  is  true  that  bjfls  in 
this  area  have  been  referred  to  thf  Com¬ 
mittee  on  Dabor  and  Public  /V  elf  are, 
even  though  tHpy  properly  belong  in  the 
Committee  on  interior  and  /nsular  Af¬ 
fairs.  I  wonder\f  the  Senator  would 
withhold  his  request  untijn:  have  an  op¬ 
portunity  to  look  info  tine  matter. 

Mr.  METCALF.  I  Xm  glad  to  with¬ 
hold  the  request. 

Mr.  METCALF/’ subsequently  said: 
Mr.  President,  I  /new  thevrequest  pre¬ 
viously  made  w/h  respect  t\s.  1949. 

The  PRESIDING  OFFICER.  With¬ 
out  object ioi/  it  is  so  ordered. 


APPOII 


I  ENTS  BY  THE  PRESII 
PRO  TEMPORE 


RESCHEDULING  OF  HEARING  ON 
NOMINATION  OF  HOWARD  C., 
BRATTON  TO  BE  U.S.  DISTRIC 
JUDGE,  DISTRICT  OF  NEW 
ICO 

Mr.  EASTLAND.  Mr.  Presid/t,  on 
behalf  of  the  Committee  on  the  Judi¬ 
ciary,  I  desire  to  give  notic/that  the 
Hearing  scheduled  for  Thur/fay,  March 
12, 1964,  at  10:30  a.m.,  on  the  nomination 
of  Howard  C.  Bratton,  o/New  Mexico, 
to  be  U.S.  district  judga/ror  the  district 
of  New  Mexico,  vice  Vv aldo  H.  Rogers, 
deceased,  has  been  /scheduled  for  Fri¬ 
day,  March  13,  19/,  at  10:30  a.m.,  in 
room  2228,  New  agnate  Office  Building. 

At  the  indicated  time  and  place  per¬ 
sons  intereste/n  the  hearing  may  make 
such  representations  as  may  be  perti¬ 
nent. 


ENT 


The  PRESIDING  OFFICER.  On  be^ 
ha)t  of  the  President  pro  tempore,  the 
fair  announces  the  appointment  of  the 
senator  from  New  Mexico  [Mr.  Ander- 
r  son]  and  the  Senator  from  New  York 
[Mr.  Keating]  as  members  on  the  part 
of  the  Senate  to  the  Commission  of  Re¬ 
lationship  with  Puerto  Rico,  established 
by  Public  Law  88-271,  approved  Febru¬ 
ary  20,  1964. 


HIGHER  EDUCATION  STUDENT  AS¬ 
SISTANCE  ACT  OF  1965— ADDI¬ 
TIONAL  COSPONSORS  OF  BILL 

Mr.  HARTKE.  Mr.  President,  at  its 
next  printing,  I  ask  unanimous  consent 
that  the  names  of  Senators  Bayh,  Clark, 
Gruening,  Humphrey,  Long  of  Louisiana, 
Long  of  Missouri,  McGee,  McIntyre, 
Muskie,  Randolph,  and  Smathers  be 
added  as  cosponsors  of  the  bill  (S.  2490) 
to  provide  assistance  for  students  in 
higher  education  by  increasing  the 
amount  authorized  for  loans  under  the 
National  Defense  Education  Act  of  1958 
and  by  establishing  programs  for  schol¬ 
arships,  loan  insurance,  and  work  study. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 


ADDRESSES,  EDITORIALS,  AR¬ 
TICLES,  ETC.,  PRINTED  IN  THE 
j/PENDIX 

Sn  request,  and  by  unanimous  consent, 
fdresses,  editorials,  articles,  etc.,  were 
'ordered  to  be  printed  in  the  Appendix, 
as  follows : 

By  Mr.  SYMINGTON: 

Address  delivered  by  Hon.  Eugene  M. 
Zuckert,  Secretary  of  the  Air  Force,  before 
the  Harvard  Business  School  Club  of  St. 
Louis,  Mo.,  on  February  26, 1964. 

By  Mr.  THURMOND: 

Editorial  entitled  "Hypocrisy  and  Fraud,” 
published  in  the  Charleston  (S.C.)  News  and 
Courier  of  February  20,  1964. 

Editorial  entitled  “The  Wolf  in  ‘Rights’ 
Clothing,”  published  in  the  Augusta  (Ga.) 
Chronicle  on  March  3,  1964. 

Editorial  entitled  "Secularism  on  the 
March,”  published  in  the  Shelby  (N.C.), 
Daily  Star,  on  February  25,  1964 

Column  entitled  "The  Real  Culprits  in 
Vietnam:  U.S.  Viewed  as  Failing  to  Face  Up 
to  Aggressions  of  Peiping,  Moscow,”  written 
by  David  Lawrence,  published  in  the  Eve¬ 
ning  Star,  Washington,  D.C.,  on  March  5, 
1964. 

Broadcast  entitled  “The  Civil  Rights  Bill — 
A  Program  for  Legalized  Wrongs,”  a  radio 
discussion  between  Mr.  Loyd  Wright,  past 
.president  of  the  American  Bar  Association, 
and  Dean  Clarence  Manion,  on  February  23, 
19£4. 

By  Mr.  YARBOROUGH: 

Editorial  entitled  “Chandler’s  New  Spirit,” 
published  in  the  Athens  Weekly  Review, 
Chandlet  Tex.,  on  February  13,  1964. 

ByMr.  JAVITS : 

Resolution  of  New  York  Board  of  Rabbis 
relating  to  sr^uation  of  Jews  in  other  coun¬ 
tries. 

By  Mr.  B^BD  of  Virginia: 

Letter  addresswl  to  him,  written  by  Mr. 
John  C.  Lynn,  legislative  director  of  the 
American  Farm  Bureaux  Federation,  in  oppo¬ 
sition  to  H.R.  8864, international  Coffee 
Agreement  Act  of  1963.' 


AMENDMENT  OF  FEDERAL  EMPLOY¬ 
EES  HEALTH  BENEFITS  ACT  OF 
1959 

Mr.  JOHNSTON.  Mr.  President,  the 
Senate  passed  a  bill  (S.  1561)  which 
went  to  the  House  and  had  some  little 
amendments  put  on  it.  I  wonder  if  we 
can  have  the  Senate  agree  to  those 
amendments,  and  take  them  up  at  this 
time. 

Mr.  MANSFIELD.  Very  well. 
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Mr.  JOHNSTON.  Mr.  President,  I 
ask  that  the  Chair  lay  before  the  Senate 
the  amendments  of  the  House  of  Repre¬ 
sentatives  to  the  bill  (S.  1561).  All  the 
members  of  the  committee  approved  the 
amendments. 

The  PRESIDING  OFFICER  laid  before 
the  Senate  the  amendments  of  the  House 
of  Representatives  to  the  bill  (S.  1561)  to 
amend  the  Federal  Employees  Health 
Benefits  Act  of  1959,  which  were,  to 
strike  out  all  after  the  enacting  clause 
and  insert : 

That  the  Federal  Employees  Health  Bene¬ 
fits  Act  of  1959  (5  U.S.C.  3001-3014)  is  here¬ 
by  amended  as  follows : 

(1)  Section  2(c)  (3)  (5  U.S.C.  3001(c)  (3) ) 
is  amended  by  striking  out  “as  a  result  of 
injury  sustained  or  illness  contracted  on  or 
after  such  date  of  enactment”. 

(2)  Section  2(c)(4)  (5  U.S.C.  300(c)(4)) 
is  amended  by  striking  out  “on  account  of 
injury  sustained  or  illness  contracted  on  or 
after  such  date  of  enactment”. 

(3)  Section  2(d)  (5  U.S.C.  3001(d))  is 

amended — 

(A)  by  inserting  “,  foster  child,”  im¬ 
mediately  following  “stepchild”;  and 

(B)  by  striking  out  “nineteen”  wherever 
occurring  therein  and  inserting  in  lieu  there¬ 
of  “twenty-one”. 

(4)  Section  2(e)  (5  U.S.C.  3001(e))  is  re¬ 
pealed. 

(5)  Section  3(b)(1)  (5  U.S.C.  3002(b)  (1) ) 
is  amended — 

(A)  by  striking  out  “whichever  is  shorter, 
or”;  and 

(B)  by  inserting  in  lieu  thereof  “or  (C) 
the  full  period  or  periods  of  service  begin¬ 
ning  with  the  enrollment  which  became 
effective  not  later  than  December  31,  1964, 
and  ending  with  the  date  on  which  he  be¬ 
comes  an  annuitant,  whichever  is  shortest, 
or”. 

(6)  Section  3  (5  U.S.C.  3002)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsection: 

“(g)  Any  annuitant  (including  an  indi¬ 
vidual  receiving  monthly  compensation  as 
a  result  of  injury  sustained  prior  to  the 
effective  date  specified  in  section  16  and 
who  would  be  an  annuitant  if  the  injury 
or  illness  had  been  sustained  or  contracted 
on  or  after  that  date)  who  at  the  time 
he  became  an  annuitant  shall  have  been 
enrolled  in  a  health  benefits  plan  under  this 
Act  and  who  at  the  time  he  became  an 
annuitant  was  ineligible  to  continue  his 
enrollment  may,  upon  his  application  before 
December  31,  1964,  and  under  such  other 
conditions  of  eligibility  as  the  Commission 
may  by  regulation  prescribe,  prospectively 
enroll  in  an  approved  health  benefits  plan 
described  in  section  4,  either  as  an  indi¬ 
vidual  or  for  self  and  family.” 

(7)  Section  6(d)  (5  U.S.C.  3005(d))  is 

amended  by  adding  at  the  end  thereof  the 
following  new  sentence:  “The  Commission 
may  terminate  the  contract  of  any  carrier 
effective  at  the  end  of  a  contract  term,  if 
the  Commission  finds  that  at  no  time  during 
the  preecding  two  contract  terms  did  the 
carrier  have  three  hundred  or  more  employ¬ 
ees  and  annuitants  (exclusive  of  family 
members)  enrolled  for  its  plan.” 

(8)  Section  6(f)  (5  U.S.C.  3005  (f ) )  is 

amended  by  striking  out  “,  on  such  terms 
or  conditions  as  are  prescribed  by  the  carrier 
and  approved  by  the  Commission”. 

(9)  Section  6(g)  (5  U.S.C.  3005(g))  is 

amended  by  striking  out  “,  at  the  option  of 
the  employee  or  annuitant,”. 

(10)  Section  7(a)(1)  (5  U.S.C.  3006(a) 

( 1 ) )  is  amended — 

(A)  by  striking  out  the  comma  at  the  end 
of  clause  (A)  thereof  and  inserting  “and” 
in  lieu  of  such  comma;  and 

(B)  by  striking  out  “(other  than  as  pro¬ 
vided  in  clause  (C)  of  this  paragraph),  and 
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(C)  not  less  than  $1.75  or  more  than  $2.50 
biweekly  for  a  female  employee  or  annuitant 
enrolled  for  self  and  family  including  a 
nondependent  husband”. 

(11)  Section  7(a)(2)  (5  U.S.C.  3006(a) 

(2)  )  is  amended  to  read  as  follows: 

“(2)  For  an  employee  or  annuitant  en¬ 
rolled  in  a  plan  described  under  section  4 

(3)  or  (4)  for  which  the  biweekly ‘Subscrip¬ 
tion  charge  is  less  than  twice  the  Govern¬ 
ment  contribution  established  under  para¬ 
graph  (1)  of  this  subsection,  the  Govern¬ 
ment  contribution  shall  be  50  per  centum  of 
the  subscription  charge.” 

(12)  Section  8(b)  (5  U.S.C.  3007(b))  is 

amended  by  inserting  immediately  after  the 
first  sentence  thereof  the  following  new 
sentences:  “The  Commission,  from  time  to 
time  and  in  such  amounts  as  it  considers 


with  the  Commission.  When  funds  are  so 
transferred,  each  contingency  reserve  shall  be 
credited  in  proportion  to  the  total  amount 
of  the  subscription  charges  paid  and  accrued 
to  the  plan  for  the  contract  term  immediately 
preceding  the  contract  term  in  which  the 
transfer  is  made.” 

(13)  Section  8  (5  U.S.C.  3007)  is  amended 
by  adding  at  the  end  thereof  the  following 
new  subsection : 

“(d)  (1)  Whenever  the  assets,  liabilities, 
and  membership  of  employee  organizations 
sponsoring  or  underwriting  plans  approved 
under  section  4(3)  have  been  or  are  here¬ 
after  merged,  the  assets  (including  con¬ 
tingency  reserves)  and  liabilities  of  the  plans 
sponsored  or  underwritten  by  the  merged 
organizations  shall,  at  the  beginning  of  the 
contract  term  next  following  the  date  of  the 
merger  or  enactment  of  this  subsection,  be 
transferred  to  the  plan  sponsored  or  under¬ 
written  by  the  successor  organization.  Each 
employee  or  annuitant  hereafter  affected  by 
a  merger  shall  also  bfe  transferred  to  the  plan 
sponsored  or  underwritten  by  the  successor 
organization  unless  he  enrolls  in  another 
plan  under  this  Act. 

“(2)  Except  as  provided  in  paragraph  (1) 
of  this  subsection,  whenever  a  plan  described 
under  section  4(3)  or  4(4)  is  or  has  been  dis¬ 
continued  under  this  Act,  the  contingency 
reserve  of  that  plan  shall  be  credited  to  the 
contingency  reserves  of  the  plans  continuing 
under  this  Act  for  the  contract  term  follow¬ 
ing  that  in  which  termination  occurs,  each 
reserve  to  be  credited  in  proportion  to  the 
amount  of  the  subscription  charges  paid  and 
accrued  to  the  plan  for  the  year  of  termina¬ 
tion.” 

(14)  Section  10(c)  (5  U.S.C.  3009(c))  is 
amended  to  read  as  follows: 

“(c)  Any  employee  enrolled  in  a  plan  un¬ 
der  this  Act  who  is  removed  or  suspended 
without  pay  and  later  reinstated  or  restored 
to  duty  on  the  ground  that  such  removal  or 
suspension  was  unjustified  or  unwarranted 
may,  at  his  option,  enroll  as  a  new  employee 
or  have  his  coverage  restored,  with  appro¬ 
priate  adjustments  made  in  contributions 
and  claims,  to  the  same  extent  and  effect  as 
though  such  removal  or  suspension  had  not 
taken  place.” 

Sec.  2.  Paragraphs  (4),  (10),  and  (11)  of 
the  first  section  of  this  Act  shall  become  ef¬ 
fective  on  the  first  day  of  the  first  pay  period 
which  begins  at  least  ninety  days  after  the 
date  of  enactment  of  this  Act. 

And  to  amend  the  title  so  as  to  read: 
“An  Act  to  amend  the  Federal  Employees 
Health  Benefits  Act  of  1959  to  remove 
certain  inequities  in  the  application  of 
such  Act,  to  improve  the  administration 
thereof,  and  for  other  purposes.” 

Mr.  JOHNSTON.  Mr.  President,  the 
House  amendments  to  S.  1561  consists  of 
certain  technical  changes  to  which  we  do 
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not  object  and  only  one  substantive 
change. 

The  change  provides  for  the  continu¬ 
ance  of  health  benefits  coverage  under 
an  employee’s  family  enrollment  for  un¬ 
married  children  up  to  the  age  of  21 
years.  The  present  age  limit  is  19  years. 
Under  the  amendment,  it  is  immaterial 
whether  the  child  is  or  is  not  a  student. 

We  have  discussed  this  amendment 
with  John  Macy  and  he  advises  that  the 
Commission  interposes  no  strong  objec¬ 
tion.  The  cost  would  not  be  a  substan¬ 
tial  one. 

Mr.  President,  the  amendments  of  the 
House  are  acceptable.  I  move  that  the 
Senate  concur  in  the  House  amendments. 

The  motion  was  agreed  to. 


PAUL  JAMES  BRANAN 

Mr.  MANSFIELD.  Mr.  President,  I 
move  that  the  Senate  proceed  to  the  con¬ 
sideration  of  Calendar  No.  905,  House  bill 
5306. 

The  PRESIDING  OFFICER.  The 
bill  will  be  stated  by  title. 

The  Chief  Clerk.  A  bill  (H.R.  5306) 
for  the  relief  of  Paul  James  Branan. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Montana. 

The  motion  was  agreed  to ;  and  the  bill 
was  considered,  ordered  to  a  third  read¬ 
ing,  read  the  third  time,  and  passed. 


AMENDMENT  TO  PUBLIC  LAW  86-272, 

AS  AMENDED,  WITH  RESPECT  TO 

REPORTING  DATE 

Mr.  MANSFIELD.  Mr.  President,  I 
move  that  the  Senate  proceed  to  the  con¬ 
sideration  of  Calendar  No.  906,  H.R. 
10051. 

The  PRESIDING  OFFICER.  The 

bill  will  be  stated  by  title. 

The  Chief  Clerk.  A  bill  (H.R.  10051) 
to  amend  Public  Law  86-272,  as  amended, 
with  respect  to  the  reporting  date. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  Montana. 

The  motion  was  agreed  to ;  and  the  bill 
was  considered,  ordered  to  a  third  read¬ 
ing,  was  read  the  third  time,  and  passed. 
\Mr.  MANSFIELD.  Mr.  President,  I 
ask.  unanimous  consent  to  have  printed 
in  the  Record  an  excerpt  from  the  re¬ 
port  ONo.  936),  explaining  the  purposes 
of  the  oifi. 

There  being  no  objection,  the  excerpt 
was  ordered,  to  be  printed  ih  the  Record, 
as  follows:  \ 

\  STATEMENT 

Public  Law  86^272,  as  amended,  requires 
the  Committee  oh  the  Judiciary  of  the 
House  of  Representatives  and  the  Committee 
on  Finance  of  the  UA! Senate,  acting  sepa: 
rately  or  jointly,  or  botnV>r  any  duly  author¬ 
ized  subcommittees  therkpf,  to  "make  full 
and  complete  studies  of  al\matters  pertain¬ 
ing  to  the  taxation  of  interstate  commerce 
by  the  States”  and  report  to  H^elr  respective 
Houses  the  results  of  such  stupes,  together 
with  their  proposals  for  legislation,  on  or  be¬ 
fore  March  31, 1964. 

The  lack  of  detailed  factual  information 
on  the  actual  operation  of  the  existing  sys¬ 
tem  of  State  taxation,  has  required  a  major 
factfinding  effort.  This  data  has  now  keen 
acquired,  and  the  House  Committee  on  tlh^ 


appropriate,  may  transfer  unused  funds  for 
administrative  expenses  to  the  contingency 
reserves  of  the  olans  then  under  contract 
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.idiciarv,  acting  through  a  special  subcom- 
ttee,  is  engaged  in  preparing  a  report  and 
recommendations  based  upon  it.  The  exten¬ 
sion  of  time  provided  in  this  bill  will  provide 
the  additional  time  needed  by  the  commit¬ 
tee  to  complete  its  work. 

The  Senate  Committee  on  Finance  is  of  the 
view  that  this  extension  is  necessary  and 
desirable  antKcommends  this  bill  to  the  Sen¬ 
ate  for  its  favorable  consideration. 


WILLI  AM^L.  BERRYMAN 

Mr.  MANSFIELD.  Mr.  President,  I 
move  that  the  Senate\roceed  to  the  con¬ 
sideration  of  Calendar  B^o.  893,  H.R.  7491, 
for  the  relief  of  WilliamSL.  Berryman. 

The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title  for  the  informa¬ 
tion  of  the  Senate.  \. 

The  Chief  Clerk.  A  bill  (HyR.  7491) 
for  the  relief  of  William  L.  Berryman. 

The  PRESIDING  OFFICER.X  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Montana.  \ 

The  motion  was  agreed  to;  and  tl 
bill  was  considered,  ordered  to  a  thir< 
reading,  read  the  third  time,  and  passed. 


CLAIM  OF  R.  GORDON  FINNEY,  JR. 

Mr.  MANSFIELD.  Mr.  President,  I 
move  that  the  Senate  proceed  to  the 
consideration  of  Calendar  No.  876,  House 
bill  1761. 

The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title  for  the  information 
of  the  Senate. 

The  Chief  Clerk.  A  bill  (H.R.  1761) 
to  confer  jurisdiction  on  the  Court  of 
Claims  to  hear,  determine,  and  render 
judgment  upon  the  claim  of  R.  Gordon 
Finney,  Jr.  *> 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Montana. 

The  motion  was  agreed  to;  and  the 
bill  was  considered,  ordered  to  a  third 
reading,  was  read  the  third  time,  and 
p^sscdi 

Mr.  MANSFIELD.  Mr.  President,  I 
ask  unanimous  consent  to  have  printed 
in  the  Record  an  excerpt  from  the  re¬ 
port  (No.  901),  explaining  the  purposes 
of  the  bill. 

There  being  no  objection,  the  excerpt 
was  ordered  to  be  printed  in  the  Recor^1, 
as  follows: 

PURPOSE 

The  purpose  of  the  proposed  legislaCon  is 
to  confer  jurisdiction  upon  the  X5.3.  Court 
of  Claims  to  hear,  determine,  auu  render 
judgment  upon  the  claim  of  R.  Gordon  Fin¬ 
ney.  Jr.,  for  back  salary  said  to  have  been 
lost  as  the  result  of  the  alleged  improper 
application  by  the  Nationa/Park  Service  of 
the  Selective  Training  an/  Service  Act  of 
1940,  as  amended. 

STATE  l/sNT 


The  facts  and  justification  surrounding 
this  claim  are  contained  in  House  Report 
515  on  H.R.  1761,  /nd  are  as  follows: 

“The  Civil  Serurce  Commission  reports  that 
Mr.  Finney  wa/ first  hired  by  the  National 
Park  Service  cm  July  10,  1933.  He  served  in 
various  capacities  until  May  7,  1942,  when 
he  was  fu/oughed  for  military  duty.  The 
documents  reflecting  personnel  actions  taken 
during  /he  period  1933-42  list  Mr.  Finney  as 
an  employee  of  the  National  Park  Service, 
but  A how  that  funds  for  his  position  came 
from  the  Civilian  Conservation  Corps  and  its 
/edecessor  agency,  Emergency  Conservation 


Work.  Mr.  Finney’s  last  position  before  he 
went  into  military  service  was  Chief,  Fiscal 
Division,  region  III  headquarters.  National 
Park  Service.  While  on  military  furlough, 
he  was  accorded  permanent  civil  service 
status  under  the  provisions  of  the  Ramspeck 

“Shortly  before  Mr.  Finney  was  discharged 
from  the  Armed  Forces  early  in  1946,  he  con¬ 
tacted  several  officials'  of  the  National  Park 
Service  in  an  effort  to  obtain  restoration  to 
the  position  he  previously  held.  A  letter 
dated  February  21,  1946,  from  the  Assistant 
Director  of  the  National  Park  Service  in¬ 
formed  Mr.  Finney  that  he  had  no  statu¬ 
tory  reemployment  rights  “because  the  At¬ 
torney  General  has  ruled  that  for  the  pur¬ 
poses  of  the  Selective  Training  and  Service 
Act  CCC  employees  occupied  temporary  po¬ 
sitions.”  The  same  opinion  was  expressed 
in  a  letter  to  Mr.  Finney  dated  March  6,  1946, 
from  the  personnel  officer  of  the  National 
Park  Service. 

“In  April  1946,  Mr.  Finney  accepted  private 
employment  and,  with  the  exception  of  brief 
employment  with  the  Department  of  the 
Army  in  1950,  did  not  return  to  the  Federal 
service  until  May  27,  1953,  when  he  was  given 
an  indefinite  appointment  with  the  National 
Park  Service.  He  has  served  continuously 
'ith  that  agency  since  1953. 

VThe  determination  that  Mr.  Finney  was 
no\  entitled  to  mandatory  reemployme"“ 
rightte  was  based  on  an  opinion  of  the  A 
torneydjeneral  (40  Op.  Atty.  Gen.  364)  darted 
May  3(\l945,  which  stated  that  emp/yees 
of  the  Civilian  Conservation  Corps,  aywell  as 
those  empfcsyees  of  other  agencies  /no  were 
engaged  solety  in  the  work  of  the  Civilian 
Conservation  %orps,  including  tl/se  who  had 
permanent  civrL  service  statu/’  were  ‘tem¬ 
porary’  within  trie  meaning  /  section  8(b) 
of  the  Selective  draining  afid  Service  Act. 
Section  8(b)  limitN  mandatory  reemploy¬ 
ment  rights  to  thos^epsons  who  occupied 
other  than  temporary  \fositions. 

“On  April  8,  1946,  if  little  over  a  month 
after  Mr.  Finney’s yfeinstVtement  was  de¬ 
nied,  another  Attorney  General’s  opinion 
(40  Op.  Atty.  Geflt  440)  modified  the  earlier 
ruling  by  according  reemploymWit  eligibility 
to  those  person^  who  had  previously  acquired 
civil  service  /atus  regardless  of  whether  they 
had  been  /nployed  by  a  temporary,  agency. 
Our  reviesr  of  available  files  fails  to  shdw  that 
either  Bmney  or  the  National  Park  Service 
took  any  action  to  effect  reinstatement  «ur 
ing  the  period  directly  following  the  issuance 
of  /he  1946  opinion.  \ 

“The  whole  matter  lay  dormant  from  Feb¬ 
ary  1946  until  December  1960,  when  Mr. 
Finney  requested  the  Civil  Service  Commis¬ 
sion  to  grant  him  retirement  credit  from  the 
time  he  left  military  service  until  he  was  re¬ 
employed  by  the  National  Park  Service  in 
1953.  He  based  his  request  on  the  failure 
of  the  National  Park  Service  to  restore  him 
to  his  position  after  his  discharge  from  mili¬ 
tary  service,  and  he  cited  40  Opinions  Attor¬ 
ney  General  440  in  support  of  his  claim.  On 
April  6,  1961,  the  Bureau  of  Retirement  and 
Insurance  ruled  against  Mr.  Finney  on  the 
ground  that  there  was  no  legal  basis  for 
granting  retirement  credit  for  the  time  he 
was  not  a  Federal  employee  and  that  he  is 
not  otherwise  entitled  to  such  credit.  This 
decision  was  sustained  on  appeal  to  the  Com¬ 
mission’s  Board  of  Appeals  and  Review. 

“On  June  26,  1961,  Mr.  Finney  wrote  to  the 
Commission  requesting  restoration  under  the 
provisions  of  the  Selective  Training  and  Serv¬ 
ice  Act  to  a  position  of  like  seniority,  status, 
and  pay,  had  he  been  employed  continuously 
since  his  induction  into  the  Army  in  1942. 
Mr.  Finney  was  informed  by  letter  of  Novem¬ 
ber  24,  1961,  that  ‘his  delay  of  15  years  or 
more  constitutes  an  unwarranted  and  unrea¬ 
sonable  delay’  and  that  accordingly  the  Com¬ 
mission  would  not  entertain  an  appeal  for 
such  restoration. 


“At  a  hearing  held  on  June  19,  1963,  be¬ 
fore  the  subcommittee  to  which  the  bill  was 
assigned,  Mr.  Finney  testified  that  he  hi 
not  been  notified  by  the  National  Park  Sef 
ice  of  the  new  ruling  by  the  Attorney  Cfen- 
eral  which  interpreted  the  law  as  g/hting 
him  reemployment  rights.  Records/of  the 
Department  of  the  Interior  and  Ciyl  Service 
Commission  contain  no  indication*  that  any 
effort  was  made  to  contact  My  Finney  in 
the  matter.  Mr.  Finney  stated  that  he 
learned  accidentally  of  the  n4w  ruling  sev¬ 
eral  years  after  his  return  td  the  Park  Serv¬ 
ice.  Immediately  thereupon  he  applied  to 
the  Civil  Service  Comm/feion  for  retirement 
credit  from  the  time  h/left  military  service 
until  he  was  reemployed  by  the  Park  Serv¬ 
ice.  The  Commiss/n,  as  stated  previously, 
ruled  against  Mr.  Finney  on  the  ground  that 
there  was  no  leg/  basis  for  granting  retire¬ 
ment  credit  since  he  was  not  a  Federal  em¬ 
ployee  for  ti(e  period  concerned.  Subse¬ 
quently  Mr./inney  filed  a  request  for  restor¬ 
ation  und/r  the  provisions  of  the  Selective 
Service  a/d  Training  Act  to  a  position  of  like 
seniorit/  status,  and  pay,  had  he  been  em¬ 
ploy  e/coninuously  since  his  induction  into 
the  Army.  The  Civil  Service  Commission 
held  that  the  delay  of  15  years  or  more  con- 
s/tuted  an  unwarranted  and  unreasonable 
Lelay  and  so  an  appeal  would  not  be  enter¬ 
tained. 

“It  appears  to  the  committee  that  while 
the  rulings  on  Mr.  Finney’s  claim  by  the 
Civil  Service  Commission  may  be  technically 
and  legally  correct,  his  case  involves  equita¬ 
ble  considerations  of  some  merit.  To  say 
his  claim  was  unreasonably  delayed  when  it 
was  filed  promptly  upon  receipt  of  informa¬ 
tion  concerning  the  reversal  of  interpreta¬ 
tion  by  the  Attorney  General,  coupled  with 
failure  of  the  agency  to  make  any  attempt 
to  notify  Mr.  Finney  of  the  favorable  ruling, 
seems  unduly  harsh.  Mr.  Finney  testified 
that  he  has  been  advised  his  position  was 
unique  and  there  were  no  others  who  were 
known  to  be  in  the  same  category.  He 
stated  that  he  was  the  only  one  in  his  region 
of  the  Park  Service  who  was  refused  reem¬ 
ployment.  Mr.  Finney  is  scheduled  to  re¬ 
ceive  a  disability  retirement  in  the  near 
future.  Under  these  circumstances  the 
committee  considers  a  determination  of  the 
merits  of  his  claim  by  the  court  to  be  justi¬ 
fied,  and  so  recommends  the  bill  be  con¬ 
sidered  favorably.” 

After  consideration  of  all  of  the  foregoing, 
the  committee  concurs  in  the  action  of  the 
House  of  Representatives  and  recommends 
that  the  bill,  H.R.  1761,  be  considered 
.vorably. 

attached  hereto  and  made  a  part  hereof 
are\eports  submitted  to  the  House  Judiciary 
Committee  by  the  Civil  Service  Commission, 
the  Department  of  the  Interior,  and  the 
Department  of  Justice  on  this  legislation. 


ORDER  OF  BUSINESS 

Mr.  DIRKSBN.  Mr.  President,  at  this 
point  I  shouldlike  to  ask  the  majority 
leader,  first,  whether  he  has  any  order 
with  respect  to  adjournment  tonight; 
second,  with  respeck  to  the  weekend; 
and  third,  what  theNschedule  will  be 
starting  on  Monday  ana.  what  time  the 
Senate  will  meet  on  Monday. 


ORDER 


FOR  ADJOURNIVfSNT  TO 
MONDAY 

Mr.  MANSFIELD.  Mr.  President,  in 
response  to  the  questions  raised  bySJhe 
distinguished  minority  leader,  I  a$k 
unanimous  consent  that  when  the  Ser 
ate  concludes  its  business  today,  it  ad- 
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Public  Law  88-284 
88th  Congress,  S.  1561 
March  17,  1964 

an  act 

To  amend  the  Federal  Employees  Health  Benefits  Aft  of  to  remove  certain 

inequities  in  the  application  of  such  Act.  to  improve  the  administration  thereof. 

and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  llouxe  of  Representatives  of  the 
f'nited  States  of  America  in  Congress  assembled.  That  the  Federal 
Employees  Health  Benefits  Act  of  i959  (5  U.S.C.  3001-3014)  is  hereby 
amended  as  follows: 

(1)  Section  2(c)  (3)  (5  U.S.C.  3001(c)  (3) )  is  amended  by  striking 
out  ”as  a  result  of  injury  sustained  or  illness  contracted  on  or  after 
such  date  of  enactment". 

(2)  Section  2(c)  (4)  (5  U.S.C.  3001(c)  (4))  is  amended  by  striking 
out  "on  account  of  injury  sustained  or  illness  contracted  on  or  after 
such  date  of  enactment". 

(3)  Section  2(d)  (5  U.S.C.  3001  (d) )  is  amended — 

(A)  by  inserting",  foster  child.’’  immediately  following  “step¬ 
child";  and 

(B)  by  striking  out  ‘“nineteen”  wherever  occurring  therein  and 
inserting  in  lieu  thereof  ‘“twenty-one”. 

(4)  Section  2(e)  (5  U.S.C.  3001  (e) )  is  repealed. 

(5)  Section  3(b)  (1)  (5  U.S.C.  3002(b)  (1) )  is  amended — 

(A)  by  striking  out  ““whichever  is  shorter,  or":  and 

(B)  by  inserting  in  lieu  thereof  “‘or  (C)  the  full  period  or 
periods  of  service  beginning  with  the  enrollment  which  became 
etfective  not  later  than  December  31,  1964,  and  ending  with  the 
date  on  which  he  becomes  an  annuitant,  whichever  is  shortest,  or". 

(6)  Section  3  (5  U.S.C.  3002)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(g)  Any  annuitant  (including  an  individual  receiving  monthly 
compensation  as  a  result  of  injury  sustained  prior  to  the  effective  date 
specified  in  section  16  and  who  would  be  an  annuitant  if  the  injury  or 
illness  had  been  sustained  or  contracted  on  or  after  that  date)  who  at 
the  time  he  became  an  annuitant  shall  have  been  enrolled  in  a  health 
benefits  plan  under  this  Act  and  who  at  the  time  he  became  an 
annuitant  was  ineligible  to  continue  his  enrollment  may,  upon  his 
.application  before  December  31,  1964.  and  under  such  other  conditions 
lof  eligibility  as  the  Commission  may  by  regulation  prescribe,  prospec¬ 
tively  enroll  in  an  approved  health  benefits  plan  described  in  section  4. 
either  as  an  individual  or  for  self  and  family.” 

(7)  Section  6(d)  (5  U.S.C'.  3005(d))  is  amended  by  adding  at 
the  end  thereof  the  following  new  sentence:  ‘“The  Commission  may 
terminate  the  contract  of  any  carrier  effective  at  the  end  of  a  contract 
term,  if  the  Commission  finds  that  at  no  time  during  the  preceding 
two  contract  terms  did  the  carrier  have  three  hundred  or  more 
employees  and  annuitants  (exclusive  of  family  members)  enrolled  for 
its  plan.” 

(8)  Section  6(f)  (5  U.S.C.  3005(f))  is  amended  bv  striking  out 
““.  on  such  terms  or  conditions  as  are  prescribed  by  the  carrier  and 
approved  by  the  Commission”. 

(9)  Section  6(g)  (5  U.S.C.  3005(g))  is  amended  by  striking  out 
““.  at  the  option  of  the  employee  or  annuitant,”. 

( 10)  Section  7(a)(1)  ( 5  U.S.C.  3006 (a )  ( 1 ) )  is  amended — 

(A)  by  striking  out  the  comma  at  the  end  of  clause  (A)  thereof 
and  inserting  “and”  in  lieu  of  such  comma:  and 

(B)  by  striking  out  “(other  than  as  provided  in  clause  (C)  of 
this  paragraph),  and  ((’)  not  less  than  $1.75  or  mote  than  $2.50 
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biweekly  for  a  female  employee  or  annuitant  enrolled  for  self  and 
family  including  a  nondependent  husband". 

(11)  Section  7(a)  (2)  (5  U.S.C.  3006(a)  (2))  is  amended  to  read  as 

follows:  .  ,  l  j 

*“(2)  For  an  employee  or  annuitant  enrolled  in  a  plan  described 
under  section  4  (3)  or  ‘(4)  for  which  the  biweekly  subscription  charge 
is  less  than  twice  the  Government  contribution  established  under  para¬ 
graph  (1)  of  this  subsection,  the  Government  contribution  shall  be 
50  per  centum  of  the  subscription  charge. 5 

(12)  Section  8(b)  (5  U.S.C.  3007(b))  is  amended  by  inserting 
immediately  after  tbe  first  sentence  thereof  the  following  new  sen¬ 
tences:  “The  Commission,  from  time  to  time  and  in  such  amounts  as  it 
considers  appropriate,  may  transfer  unused  funds  for  administrative 
expenses  to  the  contingency  reserves  of  the  plans  then  under  contract 
with  the  Commission.  When  funds  are  so  transferred,  each  con¬ 
tingency  reserve  shall  be  credited  in  proportion  to  the  total  amount 
of  the  subscription  charges  paid  and  accrued  to  the  plan  for  the 
contract  term  immediately  preceding  the  contract  term  in  which  the 
t  ransfer  is  made." 

(13)  Section  8  (5  U.S.C.  3007)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

•‘(d)(1)  Whenever  the  assets,  liabilities,  and  membership  of 
employee  organizations  sponsoring  or  underwriting  plans  approved 
under  section  4(3)  have  been  or  are  hereafter  merged,  the  assets 
(including  contingency  reserves)  and  liabilities  of  the  plans  spon¬ 
sored  or  underwritten  by  the  merged  organizations  shall,  at  the  begin¬ 
ning  of  the  contract  term  next  following  the  date  of  the  merger  or 
enactment  of  this  subsection,  be  transferred  to  the  plan  sponsored 
or  underwritten  by  the  successor  organization.  Each  employee  or 
annuitant  hereafter  affected  by  a  merger  shall  also  be  transferred  to 
the  plan  sponsored  or  underwritten  by  the  successor  organization 
unless  he  enrolls  in  another  plan  under  this  Act. 

“(2)  Except  as  provided  in  paragraph  ( 1 )  of  this  subsection,  when¬ 
ever  a  plan  described  under  section  4(3)  or  4(4)  is  or  has  been  discon¬ 
tinued  under  this  Act,  the  contingency  reserve  of  that  plan  shall  be 
credited  to  tbe  contingency  reserves  of  the  plans  continuing  under  this 
Act  for  the  contract  term  following  that  in  which  termination  occurs, 
each  reserve  to  be  credited  in  proportion  to  the  amount  of  the  subscrip¬ 
tion  charges  paid  and  accrued  to  the  plan  for  the  year  of  termination." 

(14)  Section  10(c)  (5  U.S.C.  3009(c))  is  amended  to  read  as 
follows: 

“(c)  Any  employee  enrolled  in  a  plan  under  this  Act  who  is  removed 
or  suspended  without  pay  and  later  reinstated  or  restored  to  duty 
on  the  ground  that  such  removal  or  suspension  was  unjustified 
or  unwarranted  may,  at  his  option,  enroll  as  a  new  employee  or  have 
his  coverage  restored,  with  appropriate  adjustments  made  in  contribu¬ 
tions  and  claims,  to  the  same  extent  and  effect  as  though  such  removal 
or  suspension  had  not  taken  place.5' 

Sec.  2.  Paragraphs  (4),  (10),  and  (11)  of  the  first  section  of  this  Act 
shall  become  effective  on  the  first  day  of  the  first  pay  period  which 
begins  at  least  ninety  days  after  the  date  of  enactment  of  this  Act. 

Approved  March  17,  1964. 
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